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LICENSING AND REGISTRATION
IN THE MORTGAGE INDUSTRY

Thursday, September 29, 2005

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING
AND COMMUNITY OPPORTUNITY,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The subcommittee met, pursuant to call, at 10:08 a.m., in Room
2128, Rayburn House Office Building, Hon. Robert Ney [chairman
of the subcommittee] presiding.

Present: Representatives Ney, Miller of California, Jones of
North Carolina, Waters, Carson, Lynch, Miller of North Carolina,
Scott, Davis of Alabama, Cleaver, Green, Watt, Jones of Ohio, and
Kanjorski.

Chairman NEY. [Presiding.] Good morning, and welcome to the
hearing of the Housing Subcommittee on the topic of licensing and
registration in the mortgage industry.

This is a topic that Congressman Kanjorski and I have addressed
in our anti-predatory lending legislation, H.R. 1295, the Respon-
sible Lending Act, also known as the Ney-Kanjorski bill.

However, in the discussions surrounding this proposed legisla-
tion, this issue has not garnered a great deal of public attention
and comment. Most of the debate has centered on which potentially
abusive lending practices should be curtailed or prohibited in an ef-
fort to protect borrowers from unscrupulous lenders.

Equally, if not more, important is the issue of regulating the peo-
ple who provide or facilitate mortgage loans. After all, it only takes
a few bad apples to give the entire industry a bad name. So that
is what we are here basically to discuss.

In an industry in which some say that opportunities exist for the
potential to exploit and take advantage of both sophisticated and
unsophisticated consumers alike, how could access to that industry
be regulated to help insulate consumers from the practices I think
is one of the subjects.

Should all those who originate mortgages be required to obtain
a license and register individually? Or are there reasons why ac-
cess to the mortgage lending industry should be regulated dif-
ferently for certain participants due to their unique attributes or
because of their current regulatory requirements?

In addition, there are currently a number of State laws and legis-
lative movements on the State level that address this very topic.
The question would be, are those sufficient to address the topic or
would some degree of minimum uniformity be helpful nationally?
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Hopefully, these questions will be answered today so we can con-
tinue to find ways to protect consumers from both predatory lend-
ing practices and from those bad actors who would take advantage
of the borrowers. The Ney-Kanjorski Responsible Lending Act at-
tempts to do just that, to protect consumers from bad practices as
well as from bad actors.

This is why Congressman Kanjorski and I believe that H.R. 1295
is the most comprehensive piece of Federal anti-predatory legisla-
tion ever to be introduced. The central goal of the Ney-Kanjorski
bill has been to provide consumers with the best possible protec-
tions from abusive lending without unduly and unnecessarily rais-
ing the costs of borrowing. Thus, we must try to keep in balance
the cost to borrowers of licensing registration requirements and the
benefits the borrower would receive from those requirements.

While the current version of the bill contains provisions to estab-
lish uniform minimum standards for the licensing and registration
of mortgage brokers, I recognize some within the mortgage broker
industry would like to see those standards apply more broadly than
others in the loan origination business. I also recognize that others
in the loan origination industry do not believe these standards
should be applied any more broadly.

This is why basically we are here today, to basically flesh out
and understand those positions, as well as to hear from others out-
side of the industry regarding what type of Federal regulation, if
any, would be helpful.

I looked at all the witnesses’ statements submitted and the testi-
mony. I look forward to hearing from each of you today.

I must say, however, that I am perplexed by the testimony sub-
mitted by Mr. Hedges, which seems to suffer from the misconcep-
tion that the licensing and education requirements of Title V of
H.R. 1295 are intended to be preemptive in nature. The faulty
premise of the testimony seems to be that the description of the
standards in Title V as uniform can only result in preemption of
State laws.

However, I believe a more accurate reading of Title V in its en-
tirety leads to the conclusion that the uniform standards Congress-
man Kanjorski and I have set out are uniform minimum standards
intended to set a baseline of uniformity for State mortgage broker
licensing education requirements, and do not in any way limit the
ability of States to go beyond those requirements for stricter stand-
ards.

In case others are suffering from any similar misconceptions to
the intent of Congressman Kanjorski and I, let me be clear that the
current provisions of Title V of H.R. 1295 as drafted are intended
as minimum standards. In other words, they are meant to be set
as a floor for State standards, but not the ceiling. So I hope this
clarification will prevent us from being diverted by any misconcep-
tions and will allow us to remain properly focused on the intent of
this hearing.

So I look forward to hearing from all of the witnesses.

[The prepared statement of Hon. Robert W. Ney can be found on
page 38 in the appendix.]

At this time, I would like to recognize Mr. Scott.
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Mr. ScorT. Thank you very much, Mr. Chairman. It is indeed a
pleasure to be with you on this hearing. I just want to “amen” what
you have said about the Ney-Kanjorski-Scott bill.

I say that with great affection, knowing that the major part of
that bill is my own bill which deals with financial literacy and edu-
cation, which in the final analysis is truly the centerpiece or the
answer to much of the financial abuse, which is to certainly provide
vulnerable people with access to information and a help-line with
our toll-free number, and also to provide resources and grants
down to the local level so that we can truly deal with the real prob-
lem in this issue, which is a lack of folks being financially literate,
educated, and make sure that they call somebody before they sign
on the dotted line.

Again, I am particularly involved in this issue because reports
continue to show that my district in the metro Atlanta area, which
I represent 13 counties in and around the Atlanta metro area,
leads the nation in mortgage fraud in America. That is another
reason why I believe that the Ney-Kanjorski-Scott bill is a true
panacea for much of our problem.

In August, Georgia ranked fourth in the number of foreclosed
properties. The combination of a good local economy, relatively low
housing prices, and favorable loan rates have fueled record home
sales and mortgage refinancings. Unfortunately, the high volume of
home sales has allowed unscrupulous lenders to commit fraud on
unsuspecting consumers.

Now, let me state from the outset that most mortgage brokers
are good people. They are good actors. They are good business peo-
ple. However, we know that bad actors continue to stay in this
business. We have to find a way to feeder them out. While more
Americans have access to credit than ever before, more fraud has
also occurred than ever before. Therefore, it is important to create
additional national regulations for the mortgage industry. Congress
should also heed the warning from Fed Chairman Greenspan that
creative financing of mortgages could backfire if the economy dips
and interest rates increase.

Some questions to consider today include how mortgage brokers
should be regulated in comparison to mortgage bankers. Also, we
should ask if there are incentives for mortgage brokers to unneces-
sarily steer poor and minority consumers into high-cost loans.
What incentives to mortgage brokers have to sell a good loan? Once
that loan is brokered and passed on to a lender, does that end the
involvement of the mortgage broker?

We have to have a better explanation of the use of yield spread
premiums by mortgage brokers. Some consumer groups complain
that these premiums provide incentives to sell unnecessary high-
cost loans to consumers. How do you respond to these accusations?
What steps can the lending industry take to be vigilant in stopping
mortgage fraud in the Gulf as a result of Hurricanes Katrina and
Rita before it actually happens? These are pressing questions that
we certainly need to grapple with this morning.

And finally, is it important that Congress consider the urgent
need to act on mortgage fraud? Given the explosion of lending ac-
tivity that will be needed to rebuild the Gulf region, mortgage
crooks will certainly see this climate as an opportunity for theft.
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There is no question about it. Urgency must be the order of the
day. The timing of this hearing is so significant. We must be
proactive. We must not allow further atrocities to befall the Gulf
residents as they rebuild.

Thank you, Mr. Chairman. I yield back my time.

Chairman NEY. I want to thank the gentleman. I want to also
apologize to the gentleman for not making a statement, because
your input has been so valuable, especially on the counseling. I ap-
p}l;eciate your support of the Scott-Kanjorski-Ney bill that we have
there.

Also, I wanted to note without objection the gentlelady from
Cleveland will be participating in the hearing today without objec-
tion.

Mrs. JONES OF OHIO. Thank you, Mr. Chairman.

Chairman NEY. Thank you.

And who was also a member of this subcommittee, and I would
note had probably a perfect attendance record.

Mrs. JONES OF OHIO. Oh, I am loving it. Keep talking.

Chairman NEY. That is an Ohio thing. Go Bucks.

[Laughter.]

Mr. Jones of North Carolina?

Mr. JONES OF NORTH CAROLINA. I will waive opening.

Chairman NEY. Ms. Tubbs-Jones?

Mrs. JONES OF OHIO. My good colleague from Indiana, I just
want to thank the chairman for giving me the opportunity to par-
ticipate.

I am here because this is an issue that is very important for my
particular community in the State of Ohio, Cuyahoga County; we
are battling with huge mortgage difficulties and foreclosures, prob-
ably one of the highest foreclosure rates that exist in the country.

I just come here because of my interest and also because I have
introduced a piece of legislation that would require mortgage bro-
kers to be involved in a certification program. It is H.R. 1994.

I look forward to the testimony and participating. I want to
thank the chairman and the ranking member for doing such a
great job on housing issues. It is the basis of wealth for most low-
income and middle-income people. If we cannot hold onto that
wealth in our communities, we have a real problem.

So thanks, Mr. Chairman, very, very much.

Chairman NEY. I thank the gentlelady and the members for
being here today.

The witnesses are Mr. Joseph A. Smith, Jr., North Carolina com-
missioner of banks, testifying on behalf of the Conference of State
Bank Supervisors; Ms. Teresa A. Bryce, senior vice president and
director of legal and corporate affairs, Nexstar Financial Corpora-
tion, St. Louis, Missouri, testifying on behalf of the Mortgage Bank-
ers Association; Mr. Joseph L. Falk, president, Irian Mortgage
Services, Miami, Florida, testifying on behalf of the National Asso-
ciation of Mortgage Brokers; Mr. Stephen D. Hailer, president and
CEO, North Akron Savings Bank, Akron, Ohio, testifying on behalf
of the American Bankers Association; Mr. Daniel F. Hedges, direc-
tor of Mountain State Justice, Incorporated, Charleston, West Vir-
ginia; and Mr. Eric Rodriguez, director, Policy Analysis Center, Na-
tional Council of La Raza.



Thank you.
We will start with Mr. Smith.

STATEMENT OF JOSEPH A. SMITH, JR., NORTH CAROLINA
COMMISSIONER OF BANKS, TESTIFYING ON BEHALF OF THE
CONFERENCE OF STATE BANK SUPERVISORS

Mr. SMITH. Thank you, sir.

Good morning, Chairman Ney and members of the subcommittee.
I am Joseph A. Smith, Jr., North Carolina commissioner of banks.
I am here on behalf today, as you have said, of the Conference of
State Bank Supervisors, or CSBS.

I have provided a full written statement and respectfully request
that it be included in the record of the hearing.

Chairman NEY. Without objection.

Mr. SmiTH. Thank you, sir.

Thank you for giving CSBS an opportunity to update the sub-
committee on the CSBS-AARMR residential mortgage lending
project. This is a proactive effort by the States to reduce regulatory
burden on the mortgage industry by creating uniform applications
and an online registration system. This system will also increase
accountability in the industry and help fight predatory lending and
mortgage fraud by identifying bad actors and eliminating their
ability to move from State to State.

Residential mortgage lending is a local activity, but changes in
technology and deregulation make financing these loans a global
industry. The damage done by predatory lending and mortgage
fraud, however, is still very much local. States may choose to regu-
late mortgage lenders, mortgage brokers, mortgage servicers, indi-
vidual mortgage originators, or some combination of these. North
Carolina has chosen to license lenders, brokers, and originators.
Other States have chosen differently by adopting registration stat-
utes, for example, or in the case of two States by taking no action
at all.

Licensing protects the public by allowing the Government to en-
sure that all businesses and professionals offering a particular
service, in this case mortgage lending, to the public are operating
honestly and within the requirements of applicable law. Licensing
sets minimum standards for entry into particular businesses, pro-
tecting both the public and legitimate business from fraudulent op-
erators.

The Government’s ability to rescind or limit a license creates a
powerful incentive for businesses and professionals to comply with
the law and conduct their practices in a responsible manner. Reg-
istries serve the public and the industry by offering a single source
of information about businesses and professionals offering a serv-
ice. Registries alone, however, do not indicate that any registered
business or individual meets a particular standard of competence
or ethics. Registries serve the public interest best when registration
requires that listed companies or professionals meet substantive
legal and regulatory requirements.

We understand that the largest financial services providers run
a more coordinated regulation for their national activity. The State
of North Carolina and CSBS support coordinated regulation in
order to promote the modernization of financial services, healthy
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competition among providers, and greater availability of financial
services. The CSBS-AARMR residential mortgage lending project is
an opportunity both to reduce burdens on the industry and to help
create more uniform nationwide markets, while increasing our citi-
zens’ protection from mortgage fraud and predatory lending.

The CSBS Board of Directors has established regulatory and leg-
islative task forces to examine and improve the efficiency and effec-
tiveness of licensing and supervision of the nation’s State-regulated
mortgage lending industry. This task force intends to provide a
uniform mortgage application, develop a comprehensive mortgage
licensing and supervisory database, and adopt a coordinated exam-
ination agreement. The task force has nearly finalized the uniform
mortgage applications for lenders and brokers, broker companies,
and individual loan originators. Over 20 State mortgage regulators
have agreed to beta test these forms. Work is still in process on a
renewal application and on branch applications.

With the information from these forms, CSBS intends to create
a Web-based database containing information about the criminal
history, credit history, consumer complaints, and enforcement ac-
tions for mortgage companies and professionals to be used by State
regulatory agencies. This would allow States to identify fraudulent
and abusive lenders and professionals when they leave one State
and seek licenses in another.

Identifying and removing these professionals and firms benefits
consumers. Delivering such comprehensive supervision also bene-
fits the vast majority of mortgage lenders and brokers by removing
bad actors whose conduct harms the market generally and honest
competent lenders and brokers in particular. The national registry
will include all professionals and companies currently required to
be licensed or registered under State law.

Over time, we believe that the advantages of being listed on a
national registry will encourage most legitimate industry partici-
pants to submit their information to the registry voluntarily, even
if State law does not require them to do so. CSBS is committed to
the overall goal of enhancing a State regulatory system that works
efficiently and effectively for borrowers, the industry and regu-
lators. CSBS is equally committed to a dialogue with Federal and
State policymakers and the mortgage lending and brokerage indus-
tries to address issues of applicable law and law enforcement
aimed at ending abusive lending practices.

Chairman Ney, we commend you, Representative Waters, Rep-
resentative Kanjorski, Representative Scott and all the members of
the subcommittee for considering this very important issue. I thank
you for your time and would be happy to answer any questions.

[The prepared statement of Joseph A. Smith Jr. can be found on
page 96 in the appendix.]

Chairman NEY. Thank you.

Ms. Bryce?
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STATEMENT OF TERESA A. BRYCE, SENIOR VICE PRESIDENT
AND DIRECTOR OF LEGAL AND CORPORATE AFFAIRS,
NEXSTAR FINANCIAL CORPORATION, ST. LOUIS, MO, TESTI-
FYING ON BEHALF OF THE MORTGAGE BANKERS ASSOCIA-
TION

Ms. BrRYCE. Good morning, and thank you, Mr. Chairman, for in-
viting the Mortgage Bankers Association to testify on Title V of the
Responsible Lending Act of 2005.

My name is Teresa Bryce, and I am senior vice president and di-
rector of legal and corporate affairs for Nexstar Financial Corpora-
tion in St. Louis, Missouri. I am also co-chair of the MBA State Li-
censing Task Force.

MBA supports Title V because we believe it will elevate the
standard of professionalism within the mortgage broker industry.
Title V will also result in greater accountability among mortgage
brokers and increase uniformity in the State laws to which they
are subject. It is important to understand the difference between
mortgage brokers and mortgage bankers. Mortgage bankers under-
write applicants and actually fund the loan in a mortgage trans-
action.

From the moment a loan has closed, mortgage bankers assume
the credit, interest rate, compliance, and fraud risk associated with
the loan. Mortgage banking companies are corporately responsible
for every loan originated by any of their employees. Even if the
lender sells the loan to an investor, the lender remains financially
liable for certain risks associated with the loan. If an investor finds
quality, compliance, or fraud problems with the loan, they can and
do force the lender to repurchase.

This economic regulation by the marketplace extends far beyond
the loan closing. For this reason, mortgage bankers typically have
extensive employee training and monitoring policies. Mortgage bro-
kers, on the other hand, do not fund, underwrite, or service mort-
gage loans. Mortgage brokers are commissioned sales people inde-
pendent of the mortgage banker who typically work with a number
of mortgage bankers at any one time, matching homebuyers with
lenders. Mortgage brokers do not have capital at risk in a trans-
action and their responsibility for a loan typically ends when a loan
closes and they receive their payment. This is a key difference.

At some point in the transaction, mortgage bankers have funds
at risk and must continually maintain a significant amount of fi-
nancial capital to back up the loans they sell. Currently, 49 States
and the District of Columbia require mortgage bankers to be cor-
porately licensed before lending in their States. MBA supports
State-level corporate licensing of mortgage banking companies. We
believe that States should be able to approve and monitor the com-
panies that make loans to citizens within their States.

Unfortunately, however, some States are placing particularly
burdensome licensing requirements on mortgage banking compa-
nies and in some cases are even moving beyond corporate licensing
and requiring the licensure of individual loan officers and support
staff working within a licensed mortgage banking company. Collec-
tively, these new State requirements raise the cost of mortgage
originations and threaten to dampen competition and innovation of
mortgage markets within States.
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Further exacerbating the collective impact of these various State
laws is the fact that the vast majority lack reciprocity provisions.
MBA believes mortgage bankers are different than mortgage bro-
kers and these differences underscore the need for mortgage bank-
ers and mortgage brokers to be subject to different oversight re-
gimes. Unfortunately, MBA does not see this difference being re-
flected in State licensing laws affecting mortgage bankers.

While States have a relatively long history of requiring licensure
of mortgage banking companies, the same is not true for the mort-
gage brokerage industry. This industry is in great need of licensure
standards and Title V offers an opportunity to do this in a reason-
able manner.

Furthermore, the database created by Title V has the potential
to be a great resource to regulators, mortgage bankers, and the
public. Currently, there is no Federal oversight of mortgage bro-
kers, nor does there exist a single database of mortgage brokers.
MBA is aware that some are concerned that the exemptions in
Title V are too broad and MBA supports tightening these exemp-
tions as necessary. MBA supports the licensing provisions under
Title V as we believe they will elevate and standardize mortgage
brokerage licensing requirements. MBA encourages the committee
to study possible Federal initiatives that will assist mortgage bank-
ers when dealing with corporate licensing laws at the State level.

Thank you for the opportunity to testify today. I look forward to
answering your questions.

[The prepared statement of Teresa A. Bryce can be found on page
41 in the appendix.]

Chairman NEY. Thank you.

Mr. Falk?

STATEMENT OF JOSEPH L. FALK, PRESIDENT, IRIAN MORT-
GAGE SERVICES, MIAMI, FL, TESTIFYING ON BEHALF OF
THE NATIONAL ASSOCIATION OF MORGAGE BROKERS

Mr. FALK. Good morning, Chairman and members of the sub-
committee. My name is Joseph Falk, and I am legislative chairman
of the National Association of Mortgage Brokers and a past presi-
dent. Thank you for inviting NAMB to testify here today.

We appreciate the opportunity to address the role of the origi-
nator as part of a package of consumer protections to address the
issue of predatory lending. As the voice of mortgage brokers,
NAMB speaks on behalf of more than 27,000 members in all 50
States. I commend the committee for its leadership on this issue.
NAMB first introduced our model State statute initiative in 2002,
and many of the elements that are included in this legislation are
contained in our model initiative.

NAMB implores Congress to embrace the concepts contained in
our initiative and create a national minimum standard that will
ensure that all originators, regardless of employer, are licensed and
properly educated. NAMB opposes the efforts of those bad actors in
our industry that create, promote, or fund predatory loans. But
while we may originate the majority of mortgage loans, we do not
originate all of them. Regulation that seeks to protect the public
should include all originators.
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We refer to the term “all originators” because there is no func-
tional difference between being a broker, a banker, or a lender
when taking a mortgage application with a consumer. We urge the
committee to drop all of the exemptions under 501(b)(2), with the
exception of the Federal depositories, with conditions.

There are five critical elements that we see in licensing and reg-
istration. One, it should include everyone who takes a mortgage ap-
plication from a consumer. Two, there should be pre-license edu-
cation; three, continuing education requirements; four, before an
originator deals with a consumer, the criminal background check of
that individual should be obtained and any originator who have
been convicted of a financial crime should be barred from our in-
dustry, no entry in our industry. There should be a national data-
base of all originators so that bad actors caught in one State cannot
easily go to another State.

Let’s talk about all originators for a moment. We respectfully dis-
agree with our friends at the MBA. Any proposal to increase pro-
fessionalism must include everyone. All loan officers should be
knowledgeable about the loan options available and be able to an-
swer consumer questions. It is all about the consumer questioning.
Leaving any channel of distribution out of this equation eviscerates
effective policy to ensure expertise.

Education requirements. All originators should be schooled in the
basics of our industry. They should be able to answer basic ques-
tions about underwriting, servicing, escrows, and origination. We
do not want mortgage brokers or lenders having uneducated em-
ployees dealing with consumers.

Continuing education requirements. When I started in the busi-
ness, there was no RESPA. There was no credit scoring. There
were no automated underwriting systems. And clearly, there were
no 80-20 no-MI loans. The marketplace is dynamic, of course, and
the originator’s knowledge should be maintained and kept current.

Criminal background checks are an important concept to the
mortgage broker community. The consumer is required to divulge
their personal financial records to a loan officer no matter who they
work for. The data is the keystone for identity theft. Do we want
that person, regardless of their employer, to be someone convicted
of financial fraud? If a consumer shops, they give this information
out multiple times. We believe that convicted felons should not
have unfettered access to private consumer records. It is good pub-
lic policy to protect all consumers, regardless of where they choose
to get their mortgage loan. It does not matter who you work for.
It is the originator and the consumer sitting at the table discussing
that mortgage loan.

A national database. We support a national database, but only
if it includes all industry participants. Current language in Title V
applies only to brokers, and to be effective it should apply to any-
one who takes a consumer mortgage application. The purpose of
the database is to track State licensing information across State
lines so that bad actors, once caught, cannot move State to State,
community to community, and continue with those bad acts. Leav-
ing out employees of depositories, banks, consumer finance compa-
nies, lenders, originators, leaves gaps in this vital consumer protec-
tion.



10

We look forward to working with the committee to address these
important issues. Our written testimony expands upon our views
and includes a copy of our model State statute initiative. Please in-
clude our submission in the record for further information.

Thank you for your consideration. I am happy to answer any
questions you may have.

[The prepared statement of Joseph L. Falk can be found on page
50 in the appendix.]

Chairman NEY. Thank you.

Mr. Hailer?

STATEMENT OF STEPHEN D. HAILER, PRESIDENT AND CEO,
NORTH AKRON SAVINGS BANK, AKRON, OH, TESTIFYING ON
BEHALF OF THE AMERICAN BANKERS ASSOCIATION

Mr. HAILER. My name is Steve Hailer. I am president and CEO
of North Akron Savings Bank in Akron, Ohio. I am also the vice
chairman of the American Bankers Association Housing and Fed-
eral Home Loan Bank Committee.

ABA, on behalf of the more than 2 million men and women who
work at the nation’s banks, brings together all categories of bank-
ing institutions to best represent the interests of a rapidly chang-
ing industry. Its membership includes community, regional, money-
center banks and holding companies, as well as savings associa-
tions, trust companies, and savings banks. This makes ABA the
largest bank trade association in the country.

I am pleased to be here today to present the views of ABA on
Title V in H.R. 1295, the Responsible Lending Act. Title V would
establish licensing requirements and minimal Federal standards
for independent mortgage brokers. Among the other things Title V
would require is background checks and continuing education of
independent brokers. Title V would not apply to brokers who per-
form work for banks or an affiliate of a bank, including those who
fund, underwrite, service, or sell mortgage loans.

In my testimony, I would like to make three main points. First
of all, ABA believes that practices that deceive, defraud and other-
wise take advantage of consumers are predatory and have no place
in our financial system. Existing laws against these practices
should be rigorously enforced. Mortgage lending is a vast enter-
prise which requires the coordination of several layers of profes-
sionals throughout the process of issuing a home loan.

The damage caused by deceptive and unscrupulous sales prac-
tices extends well beyond the consumer who is targeted. News and
Government reports of these people previously described as bad ac-
tors hurt everyone and ruin businesses and reputations. In con-
trast, ethical and efficient brokers attract more customers and gen-
erate more business for themselves and lenders. The success or
failure of a business depends upon the satisfaction of its customers.

Secondly, banks and the activities of mortgage brokers who act
on banks’ behalf are heavily regulated and thoroughly examined for
compliance with a whole host of Federal laws and regulations.
Banks are subject to the Truth in Lending Act, Home Mortgage
Loan Disclosure Act, Equal Credit Opportunity Act, the Real Es-
tate Settlement Procedures Act, the Fair Lending Act, and many
other laws.
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Independent mortgage brokers are not subject to the same
breadth of consumer protection laws and regulations with which
banks must comply. Importantly, a regulatory system does not
exist to examine independent mortgage brokers for compliance,
even with those laws that apply to them such as RESPA.

Third, therefore we believe as an organization and on behalf of
the industry, that the licensing of independent brokers is a rational
step towards better consumer protection. Title V of H.R. 1295
would address the present regulatory gap in current consumer pro-
tection law in a minimally intrusive manner by requiring inde-
pendent brokers to comply with minimum licensing requirements
under either state or federal law.

It will create a database of licensed brokers that will allow con-
sumers to gain useful information on any broker they may consider
using. The database would also enhance a lender’s ability to screen
brokers, further ensuring that lenders and consumers only deal
with legitimate brokers.

Thank you. We will answer any questions when appropriate.

[The prepared statement of Stephen D. Hailer can be found on
page 71 in the appendix.]

Chairman NEY. Thank you, Mr. Hailer.

Next, Mr. Hedges?

STATEMENT OF DANIEL F. HEDGES, DIRECTOR, MOUNTAIN
STATE JUSTICE, INC., CHARLESTON, WV

Mr. HEDGES. Chairman Ney, members of the committee, thank
you for inviting me here to testify regarding mortgage brokers,
predatory lending, and appropriate Federal and State regulations.
I am the director of Mountain State Justice, a nonprofit legal serv-
ices program in Charleston, West Virginia, which exclusively rep-
resents low-income people affected by these practices.

My primary purpose in coming here today is to convince you to
pass only legislation which makes clear that the safeguards in ex-
isting law currently employed to save homes from foreclosure re-
main in place.

I appreciate the chairman’s statement that this is intended only
as a minimum and that present parts of State law are intended to
be safeguarded. I encourage the Congress to include language that
would make that clear because, as I was confused, I am sure others
will be confused too.

Moreover, the exemptions are very broad for who is defined as
a mortgage broker. If those exemptions are carried through to the
substantive provisions, if the uniform requirements of licensing are
carried through to the substantive provisions and all brokers are
exempted from the substantive provisions as a result of the uni-
form provisions being enacted as to licensing, then there would be
broad-based exemption from State law.

In my practice, we currently represent more than 600 home-
owners in 60 predatory lending cases. Our cases give homeowners
a protection from predatory mortgage brokers. There are a number
of significant protections applicable to mortgage loans originated by
brokers. In licensing alone, there is a bonding requirement. There
is a fiscal soundness requirement and a creditworthiness require-
ment. This uniform licensing requirement would presumably pre-
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empt those provisions and not replace them with any requirement
other than that they be licensed on the Federal level.

The fiscal soundness and bonding requirement would give very
significant protections for consumers and lead to the non-licensure
of some brokers who should not be licensed. The substantive provi-
sions in our State law which would be avoided by the broad licens-
ing, potentially avoided without clarification from the broad licens-
ing uniformity, are brokering a loan in excess of market value of
the home; brokering and non-amortizing loan; prohibiting brokers
from participating in compensation arrangements with appraisers
which influences independent judgment; brokering a loan without
economic benefit to an unsophisticated consumer; limitations on ex-
orbitant broker fees; brokering a real estate loan which includes a
security interest in an unattached mobile home; and brokering a
loan with loan documents that are not filled in.

These kinds of restrictions are among the limits on broker activi-
ties which have in the last few years weeded out the most
exploitive brokers in the State. There is still much work to be done,
but these enforcement actions are currently available only through
State law. If the licensing uniformity that is required by this act
means that the brokers can exempt themselves from the sub-
stantive provisions as well, then we have lost a lot.

The exemption provisions are very broad and appear similar to
those definitions in RESPA that provide coverage. The one exemp-
tion of any person who is a creditor under the Truth in Lending
Act and makes more than $1 million in loans per year covers al-
most any mortgage broker in my State who might otherwise not be
exempted. This essentially permits brokers to avoid State and Fed-
eral regulation, seemingly by table-funding a few loans a year that
is closing them in their own name, and immediately assigning
them. That is a very broad exemption and it needs to have a hard
look by the committee. It is hard to imagine any mortgage broker
who would not be covered by this exemption.

The lack of meaningful substantive protections is a major issue.
Even for those few mortgage brokers who might be covered, there
are no meaningful substantive limitations. I would urge the com-
mittee to consider those substantive limitations that we have and
have weeded out a number of abusive brokers.

Chairman NEY. I am sorry to interrupt, but the time has expired,
if you would like to summarize and the rest will go in the record.
I just want to make sure we have time.

Mr. HEDGES. The remainder is in my written statement. Thank
you for the opportunity to appear. I would be glad to answer any
questions.

[The prepared statement of Daniel F. Hedges can be found on
page 80 in the appendix.]

Chairman NEY. Thank you.

Mr. Rodriguez?

STATEMENT OF ERIC RODRIGUEZ, DIRECTOR, POLICY
ANALYSIS CENTER, NATIONAL COUNCIL OF LA RAZA

Mr. RODRIGUEZ. Thank you, Mr. Chairman and members of the
subcommittee, for inviting me to present today.
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As an advocate for Latinos, I have worked for more than a dec-
ade on economic employment and financial security policy issues.
As director of NCLR’s policy analysis center, I oversee research,
policy analysis, and advocacy on a number of specific issues, includ-
ing housing and homeownership.

As you know, NCLR serves America’s 40 million Hispanics of all
regions of the country. We work through a network of more than
300 nonprofit affiliate organizations. This includes working with 40
community-based organizations that operate and administer pre-
purchase homeownership counseling programs. Since 1997, NCLR’s
homeownership network has counseled more than 115,000 families
and more than 17,000 have become new homeowners.

The issue of mortgage broker licensing and registration is impor-
tant and timely. Today, Latino homeownership lags behind that of
whites by 28 percentage points. Low homeownership rates trans-
late into lower levels of wealth and fewer financial ownership op-
portunities for Hispanics. What is more, homeownership is a vital
piece of the American story, not to mention a central ingredient in
the U.S. economy.

Hard-working Latinos have a deep desire to own their own
homes. Because of sheer numbers, creating more Latino home-
owners means greater economic prosperity for the nation. His-
panics are now entering the home-buying market in record num-
bers. In fact, the number of Hispanic homeowners grew by 96 per-
cent between 1993 and 2003.

Yet at the same time, Latino wealth levels have not grown pro-
portionally. Home equity makes up approximately two-thirds of the
wealth of Hispanic households. In 2002, Latinos maintained only
60 percent of the median value of home equity as that owned by
white households. Owning a home is important for Latinos, but
that alone does not guarantee sustainable financial wealth.

To understand why, we have to consider that Latinos enter the
marketplace with limited exposure to and experience with financial
products. Many face unique challenges to accessing the best infor-
mation and making the most informed choices about financial prod-
ucts. For these reasons, intermediaries and brokers can and do
play a vital role in connecting Latinos to valuable and affordable
financial products.

Mortgage brokers and HUD-certified counseling agencies specifi-
cally play an important role in increasing Hispanic homeownership.
In fact, these intermediaries offer access to a wide range of prod-
ucts, workforce diversity, and many use the one-on-one approach
that Latino borrowers appreciate.

Clearly, housing counselors and mortgage brokers work with dif-
ferent types of consumers, but as the home-buying market grows
in size and complexity, the need for intermediaries to bridge the
gap between creditors and Latino borrowers becomes more impor-
tant. That is why Latinos have a vital stake in this debate.

With respect to mortgage brokers specifically, State and Federal
oversight structures have not kept up with changing market demo-
graphics. Stories of Latino homeshoppers being victimized by un-
scrupulous mortgage brokers are not uncommon. Many of these
families end up in our affiliate housing counseling organization
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seeking assistance. These stories and experiences suggest that
stronger consumer protection laws are needed.

Based on the collective experience of our housing counselors, we
have identified three areas in which we have particular concerns.
First, the accountability standards currently in place for mortgage
brokers are inadequate. While States are tackling these issues,
some very effectively, the lack of a meaningful Federal law in this
area exacerbates the problem. Second, some families find them-
selves having been unfairly steered into expensive loans. Market-
based broker incentives such as yield spread premiums play no
small part.

Finally, many borrowers mistakenly assume their broker has the
responsibility to find them the best deal. In practice, a broker’s
role, responsibility and fees are not always disclosed. Mortgage bro-
kers serve as the main liaison between a borrower and their prod-
uct choices. This relationship demands trust and accountability in
order to function properly. The home-buyer market can only benefit
from strong standards that maintain and protect its integrity.

As I mentioned before, NCLR has invested heavily in housing
counseling. We understand the important role of the broker. While
the clientele business models are slightly different, both industries
help Latinos to access home loans. We also understand the impor-
tance of strong license and registration requirements. Housing
counselors, for example, must complete 120 hours of course work
and pass an exam to become certified. Also, HUD-certified coun-
seling agencies are audited every other year and are held to high
bookkeeping and reporting standards. In this sense, HUD plays a
vital role in ensuring standardizing and quality in the housing
counseling field.

The Federal role is also prominent in other similar fields. For ex-
ample, like mortgage brokers, stock brokers cultivate a trusting re-
lationship with their clients. Their clients rely on their advice and
expertise regarding significant financial purchases. The Securities
and Exchange Commission must maintain consumer confidence
and ensure safe market practices. The SEC relies on enforcement
and accountability tools, fiduciary disclosure, bookkeeping stand-
ards, and regular audits. There are existing models of how Federal
oversight could effectively shape the mortgage broker industry and
protect more consumers.

The Responsible Lending Act includes provisions for minimum
mortgage broker licensing standards and creates a national reg-
istry. We commend the authors and the members of this committee
for tackling this issue. Licensing and registration, however, do not
go far enough. Much more will be needed to create a safe and
sound market. Better standards are needed for the licensing provi-
sions. Also, more oversight and accountability and enforcement will
be necessary to foster genuine consumer confidence. The com-
prehensive model is not represented in any legislation currently be-
fore the committee.

Therefore, NCLR makes the following three recommendations.

Chairman NEY. I am sorry, Mr. Rodriguez, your time has ex-
pired. If you would like to sum up and then put the rest in for the
record.
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Mr. RODRIGUEZ. Sure. Most of that is in the record already, so
I will cease here and thank you for the opportunity.

[The prepared statement of Eric Rodriguez can be found on page
90 in the appendix.]

Chairman NEY. Thank you.

Let me just begin with a question I have. One of the main prem-
ises of the mortgage brokers’ argument against having minimum li-
censing education and registry requirements apply only to them
and not mortgage bankers is a scheme such as would allow a bad
actor who practices as a mortgage broker to leave that profession
and begin practicing as a mortgage banker without being detected.

On that premise, are there safeguards in place in the mortgage
banking industry that would prevent that type of scenario?

Ms. BRYCE. Yes, Chairman, I think there are. For one thing,
most companies have pretty extensive screening requirement in
hiring, to start with. The other thing is that there is corporate
backing, so you have oversight at the State level. I know for our
own company last year we had 10 State exams during the course
of the year.

So as a result, there is a lot of oversight. There is an opportunity
to examine what individual employees are doing. Most mortgage
banking companies, if not all, have extensive compliance programs,
have extensive quality assurance programs. So consistently, the in-
dividual is being reviewed in terms of their practices.

Chairman NEY. The mortgage brokers could say that same thing.

Ms. BRYCE. I think the structure is very different. I think for one
thing, you have

Chairman NEY. Internal structure?

Ms. BRYCE. The internal structure, the size of mortgage bankers
are usually pretty large, the number of States that are already reg-
ulating them, almost all States regulate. Frankly, the amount of
money that is put towards examining mortgage bankers is very dif-
ferent. As a result, there is typically a lot more focus on examining
mortgage bankers in coming in, looking at loan files, looking at
practices, et cetera. I do not think that is typically found on the
State level with mortgage brokers.

Chairman NEY. Mr. Falk, do you want to respond?

Mr. FALK. Respectfully, we would disagree with that. Mortgage
bankers and mortgage brokers, mortgage lenders all have small
and large operators. They all have licensees in various places. My
experience is that many of the mortgage broker shops have train-
ing and education and compliance programs, just as some small
mortgage lenders do not have such training and compliance pro-
grams in place.

In my State of Florida, a licensed mortgage lender may act in
one transaction as a mortgage broker, then act as a mortgage lend-
er upon getting further information about that consumer, and ulti-
mately may fund that loan as a mortgage broker transaction with
the same consumer. So in our view, it is all about the consumer
sitting down with the loan officer and all of the rules and regula-
tions should apply equally across the board.

Chairman NEY. So we have two different views.

How about from the regulatory end, Mr. Smith, on my original
question again?
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Mr. SMITH. Yes, if I could comment on that briefly. My experi-
ence in North Carolina after 3 years of regulating lenders and bro-
kers is that there is a sort of free agent situation in terms of origi-
nators that people commonly go between; not only brokers and
lenders, but also brokers, lenders, and dare I say it, the subsidi-
aries of depository institutions. So there is common movement. It
is common to see movement among these various types.

I will say, in our experience the background checks that these
people go through as they change employment varies significantly.
Some is good and some is not so good.

Chairman NEY. Mr. Hailer, does the ABA have a position on li-
censing or not licensing the brokers, or licensing them or licensing
everybody?

Mr. HAILER. I think, Mr. Chairman, the position of the ABA cor-
rectly reflects the fact that we do not feel that those in the banking
industry and those that work for the banking industry need to be
licensed. We very specifically feel that the regulations that we sub-
mit to on a daily basis do not warrant registration. And particu-
larly just the whole examination and audit process, and then you
add Sarbanes-Oxley on top of that, we have a lot of people watch-
ing what we do. To be perfectly frank, the clearing processes of our
employees would exceed even the minimum standards here far and
away.

So what we are really arguing for here are minimum standards.
So we, again going back to the testimony, wholeheartedly support
the minimum registration and the minimum database. It will help
out the banking industry long term.

Chairman NEY. My time is about to expire, but Mr. Hedges?

Mr. HEDGES. My observations in working in this area for 35
years is the compensation system for brokers means that the re-
quirements for licensing dealing with brokers is far different from
that of the banks. Banks do not engage in the same types of activi-
ties that the brokers do. The licensing requirements that we have,
bonding, individual broker bonding, individual broker creditworthi-
ness, makes a big difference in who is allowed into the industry.

Now, these types of people do not work for banks, and that kind
of licensing and those kind of requirements are not needed because
the incentives that are built into the system there do not bring the
same kind of people into the industry.

Chairman NEY. Thank you. My time has expired.

Mr. Scott?

Mr. Scort. Thank you very much, Mr. Chairman.

First of all, I would like to get some basic differentiation between
the mortgage bankers and the mortgage brokers. For example, can
any of you tell me what percentage of subprime loans are handled
by the mortgage brokers as compared to the mortgage bankers?
Does anybody have any idea on that?

Mr. FALK. Mr. Scott, I do not have exact statistics for you, but
clearly mortgage brokers do participate in the non-prime market-
place to a higher percentage than would mortgage brokers be in-
volved in the prime marketplace.

Mr. Scort. Okay. How are the mortgage brokers and the mort-
gage bankers regulated differently under current law?
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Ms. BrYCE. I think with respect to the mortgage bankers, the
mortgage bankers today either are federally regulated as being
part of Federal institutions or in States, they are regulated by the
State banking or mortgage banking area of the State. Currently, 49
States do have mortgage banking regulations or some type of li-
censing requirement, as well as the District of Columbia. There are
typically extensive auditing requirements.

If I might add, I think one of the main differences between mort-
gage brokers and bankers is that the whole mortgage broker indus-
try started as a result of mortgage bankers essentially telling con-
sumers that they would shop for the consumer among mortgage
bankers. So there was a different proposition. There is a lot of focus
on the filling out of the 1003, but in fact it is the sale of the loan
and the services up front that I think is the fundamental dif-
ference, in addition to the fact that whatever loan is originated, the
banker ultimately has associated risks with.

So I think there are some fundamental differences on both the
front end and back end.

Mr. ScorT. It is safe to say also that most of the complaints com-
ing in are complaints concerning mortgage brokers. Concerns have
been raised by consumer advocates that brokers, as opposed to
bankers, tend to focus more on the short-term profitability of the
loan origination, rather than the longer-term viability of the loan,
and that the compensation system for mortgage brokers inevitably
results in higher costs for borrowers than with the bankers; that
brokers also use push tactics that, particularly with subprime refi-
nance loans, are sold to, rather than sought by, lower-income and
elderly homeowners; and that brokers use the yield spread pre-
mium perhaps in an abusive way.

So we would safely say, then, that there is a need to take a much
closer look certainly here, from the standpoint of the consumers,
with the brokers.

Now, when we come down to licensing, Mr. Hedges, I believe you
represent the group that basically represents the interests of lower-
and moderate-income individuals. Is that correct?

Mr. HEDGES. Yes, sir.

Mr. ScoTT. You have some concerns about this licensing provi-
sion in our bill. Given the fact that the consumer complaints are
coming about the borrowers, then this approach to get a national
licensing procedure is sort of a response to this problem, and that
there are different laws in different States. There is a patchwork
of different laws, and some States do not have any.

Is your concern with the bill that you are against a national
standard for licensing? Or are you concerned that your State par-
ticularly has some, that this threatens your State? Can you explain
your situation?

Mr. HEDGES. Yes, sir. In licensing itself, we have good standards
as to bonding and to individual broker creditworthiness. Those
weed out a lot of bad apples. If the uniform requirements replace
the licensing provisions that we have, those requirements could be
gone and open a door to a lot more people that should not be in
the industry.

Secondly, the broad exemptions that are in the exemption provi-
sions would exempt from coverage of the licensing provisions most
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current brokers because any broker, and we have some brokers
that do that now, who table-fund the loans, that is put the closing
documents in their name, receive the check from the real lender,
put the closing documents in their name, and then immediately as-
sign them. So it is really not their credit risk, but to the extent
that they do that, they are exempt from this bill.

Now, that exemption means, together with the uniform licensing
requirements, that in our State since these brokers are exempt,
that would exempt them from the substantive revisions of the same
licensing law, then it could do those two things, not only not weed
out the bad apples, which we do with bonding and individual cred-
itworthiness, but also it could exempt them from the substantive
provisions.

Chairman NEY. The time has expired.

Mr. Miller?

Mr. MILLER OF NORTH CAROLINA. Thank you, Mr. Chairman.

Mr. Falk, how are you this morning?

Mr. FALK. Thank you. Well, sir.

Mr. MILLER OF NORTH CAROLINA. In May, I believe Mr. Nabors
from your association testified before the committee.

Mr. FALK. Yes, sir.

Mr. MILLER OF NORTH CAROLINA. I was curious. I wanted to go
over some of the points of his testimony and see if you agree with
what he said then.

I asked him about anti-steering provisions of the Ney-Kanjorski
bill and in the Miller-Watt bill and in the North Carolina law that
said that any mortgage broker had to make reasonable efforts with
lenders to secure a loan that is reasonably advantageous to the bor-
rower.

I asked Mr. Nabors, do you think that should be your duty, that
you should be under a duty to use reasonable efforts to get a bor-
rower the best loan. Mr. Nabors said, “I believe that mortgage bro-
kers do use reasonable efforts to get their customers the best loan
they can.” I asked, okay, and do you think that should be a legal
requirements? Mr. Nabors said, “I think, yes, it should.”

Do you also think that it should be a legal requirement that
mortgage brokers use reasonable efforts to get their customers the
best loan they can?

Mr. FALK. Well, of course you have put me in a position to dis-
agree with my president, and I would at this point want to com-
ment personally, as opposed to on behalf of the association, because
I would not want to disagree on the record with my president.

I believe that the current laws are sufficient. There is no need
for additional anti-steering or other requirements to be placed in
any kind of Federal legislation.

Mr. MILLER OF NORTH CAROLINA. Even including the anti-steer-
ing provisions of Ney-Kanjorski?

Mr. FALK. The current act I believe has some good wording, but
it needs to be worked on.

Mr. MILLER OF NORTH CAROLINA. When you say the “current
act,” do you mean Ney-Kanjorski?

Mr. FALK. The current existing law. Existing wording in the pro-
posed act, we would need to look at that more closely and make
sure that it would be candidly appropriate. We think that because
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mortgage brokers over the past 20 years have been able to generate
from 20 percent up to now almost 70 percent of the marketplace,
the marketplace is working and that pricing, generally speaking,
and competition is doing most of the work for us.

Mr. MILLER OF NORTH CAROLINA. Well, that does not really ad-
dress the question I asked.

Moving on to Mr. Nabors’ other testimony, in response to a ques-
tion from someone else about another topic, I think a question from
the other side of the aisle, there was a question to Mr. Nabors
about whether a disclosure should be required on certain points.
Mr. Nabors said that consumers, borrowers were already signing
10 or 15 pieces of paper at a closing that they were not reading and
he did not see the value of any additional disclosure.

Do you agree with that?

Mr. FaLK. I will support my president, yes, sir.

Mr. MILLER OF NORTH CAROLINA. Okay. If any law we pass can
be waived by the consumer by signing a written waiver, why would
the same not be true there, that they are not reading that either,
if they are not already getting 10 or 15 pieces of paper to sign that
they are not reading?

Mr. FALK. From a personal perspective, I disagree with waivers,
whether they be under Truth in Lending waivers on rescissions, or
anything else. I think waivers are very dangerous for consumers
and I would not want to see, personally, waiver provisions en-
hanced.

Mr. MILLER OF NORTH CAROLINA. So the Ney-Kanjorski bill does
have an anti-steering provision applying to mortgage brokers, but
provides that it can be waived. You actually disagree with both
provisions, that there should not be an anti-steering provision and
there should not be a waiver provision? That just should not be in
there at all?

Mr. FALK. At the end of the day, it should apply to all creditors,
and not single out one distribution channel. There should be no
channel bias. So whatever applies to mortgage brokers should in
fact apply to mortgage lenders and creditors alike.

Mr. MILLER OF NORTH CAROLINA. Okay. Again, should anyone,
then, should a mortgage broker be required to use their best efforts
on behalf of the borrower to try to get the borrower the best loan?
Should that be a legal requirement?

Mr. FALK. Respectfully, I think that additional language in that
area is not necessary.

Mr. MILLER OF NORTH CAROLINA. Okay. One particular exchange
with Mr. Nabors, I asked specifically about yield spread premiums
and referred to a rate sheet that appeared to have yield spread pre-
miums that go up if the borrower agrees to a higher rate of interest
than what they qualified for based upon their credit score and their
loan-to-value.

I said, if you have a customer who could have gotten a 7 percent
loan on the very same terms, and instead gets a 9 percent loan, but
the broker gets a 1 percent additional yield spread premium in ad-
dition to whatever up-front commission they would have, does that
strike you as something the law would allow. Mr. Nabors said, “If
that is part of the agreement between you as a customer and me



20

as part of my total compensation that has been disclosed to you,
it would be okay.”

That does not bother you, having a borrower pay more or having,
rather, the lender pay the broker more if the borrower signs a loan
with a higher interest rate than what they qualified for, or should
have qualified for?

Chairman NEY. The time has expired, but if you would like to
quickly answer the question.

Mr. FALK. Thank you, Mr. Chairman.

I support my president’s position, but I will go one further. All
origination channels earn back-end fees, power-plus pricing, serv-
icing release premiums or yield spread premiums as it relates to
mortgage brokers. So the very concerns that you have as it relates
to mortgage brokers can be said for mortgage lenders, mortgage
creditors, mortgage bankers, and mortgage originators that are
with the depositories. It is the same issue, sir.

Mr. MILLER OF NORTH CAROLINA. Mr. Chairman, that did not
really respond to my question.

Chairman NEY. The problem I have is that we have Mr. Miller,
but also the gentlelady from Ohio has been yielded time ahead of
the other members so she can get her question in.

Mr. Miller?

Mr. MILLER OF CALIFORNIA. Thank you, Mr. Chairman.

Mr. Smith, can you offer a brief summary of what States are
doing to regulate the mortgage banking industry versus mortgage
brokers?

Mr. SMITH. Yes, and it does vary from State to State. In my writ-
ten testimony, we say North Carolina itself does regulate mortgage
bankers in roughly the same way it regulates mortgage brokers. It
varies from State to State beyond that. I think the testimony of
most people is that there is registration or licensing of mortgage
bankers. I believe the MBA testimony is that there is registration
and licensing in most States in the United States now, at the firm
level, not at the individual level. In North Carolina, we also license
individual loan officers.

I hope that is responsive.

Mr. MILLER OF CALIFORNIA. Can you say that mortgage origina-
tors other than brokers are adequately regulated on a broad base?

Mr. SMITH. I do not believe so, no.

Mr. MILLER OF CALIFORNIA. If we have a minimum standard for
everyone, would not that assure that consumers are protected
across the board, rather than pick up different ones?

Mr. SMITH. Yes, that would be very helpful. Yes, it would.

Mr. MILLER OF CALIFORNIA. How would you go about that?

Mr. SMITH. I can only tell you what we have done, which is to
have a requirement for training. For a license for an individual in
North Carolina, for those entities, either brokers or lenders, a per-
son has to take training, less by the way than the bill requires.
That was interesting to me, 8 hours, and pass an examination has
to go through a criminal background check, and we also do a finan-
cial background check on each of them.

Mr. MILLER OF CALIFORNIA. When you look at mortgage bankers
and mortgage brokers, they are both doing significant work, they
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are both adequately meeting the demands, I think, that need to be
met out there.

But how do we come up with something that applies in a more
reasonable fashion, let us say, than singling one out over another
to regulate considering one should do this and one should do that?
Some can say, well, it is the mortgage brokers because they are the
first point of contact. Others say, well, it is mortgage bankers who
are making the loans.

They are both good guys, as far as I am concerned. There are
some bad apples out there we are trying to weed out, but how do
we approach this from a fair approach, basically?

Mr. SMITH. Let me try to answer that as best I can.

I think at the firm level, I actually do not know that there is
much disagreement at this table; I could be wrong about this,
about firms, companies, or individuals that operate either a broker-
age or a lending business. That is pretty common in most States
now.

The issue has been the licensure of individuals. The question
really is, is it reasonable or necessary to have individuals them-
selves carry a personal license, more or less like they do in the se-
curities business. Even though they have to be attached to a
broker-dealer, you still are licensed as a securities sales person
yourself, as I think has been mentioned previously.

So I do not know if it is reasonable or unreasonable, but I think
it’s effective to require individual licensure of some kind for loan
originators because they do not stay employed at the same place
very long. A good producer goes from one employer to another to
another.

Mr. MILLER OF CALIFORNIA. That offer the best deals.

Mr. SMITH. Absolutely. There is nothing wrong with that all,
quite the opposite. I think that is the argument, sir, for originator
licensing it allows the free agent market to work, for someone to
carry business with him or her to various employers. In fact, in
North Carolina we just revised our law to make it easier, frankly,
for people to go between firms. Our view is like yours, I believe,
that competition is good and people should be able to move.

Mr. MILLER OF CALIFORNIA. For the rest of you, do you want to
comment on the minimum standard for everybody? Yes, please, Mr.
Falk?

Mr. FALK. Mr. Miller, we believe that everyone should have an
individual license because if you are caught doing something bad,
you should as an individual have something to lose. So if you are
an originator and you originate predatory loans or are convicted or
some kind of financial fraud, we want that individual weeded out
of the industry, not have him go from company to company, entity
to entity, potentially working as an account representative for a
large lender.

We believe that anyone who is involved with the consumer
should have education standards and a criminal background check
so that if there is bad behavior, we can find them and rout them
out of our industry. That only happens with an individual license.

Thank you.

Mr. MILLER OF CALIFORNIA. Anybody else? Yes?
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Mr. HEDGES. I agree with his assessment of that. Consumers
agree that individual licensing is very important and individual re-
sponsibility. You need bonding and individual creditworthiness to
go with that. His earlier suggestions for additional requirements to
strengthen the licensing also appear very constructive.

Mr. MILLER OF CALIFORNIA. So a minimum standard for every-
body is what you think is a good approach, too.

Yes, ma’am?

Ms. BRYCE. On the mortgage banking side, we have seen a num-
ber of States over the last few years require individual licensing.
One of the big concerns is there has been no reciprocity. So for
those of us who operate call centers nationally, we have to have
people individually licensed in duplicate States with duplicate
fingerprinting requirements and duplicate educational require-
ments and duplicate testing.

Chairman NEY. The time has expired.

Mr. MILLER OF CALIFORNIA. Can the last individual respond?

b Cllilairman NEeyY. If we can hold to the time, then we can come
ack.

Mr. MILLER OF CALIFORNIA. Okay. I will move down a chair and
take 5 more minutes in a minute.

Chairman NEY. The gentlelady from Ohio?

Mrs. JONES OF OHIO. Mr. Chairman, Madam Ranking Member,
thank you for your indulgence, and my colleagues as well for allow-
ing me to move forward. I am no longer on the committee, but the
issue is very important to me.

My staffer in the back pointed out to me that Ohio has the sec-
ond highest foreclosure rate in the Nation, with 2,482 new filings
this year. This figure has more than doubled in the past year.

I want to take a moment and not necessarily focus on my legisla-
tion, but to raise this question. We are trying to split hairs here
in this room, saying, well we are not a broker, we are a banker;
we are not a banker, we are a broker. But the people out there who
are accessing mortgages do not know the difference. In fact, part
of the problem is they think the broker is acting on their behalf
and not realizing that the broker is acting on his or her own behalf,
and there is not an agent on behalf of the person purchasing prop-
erty.

That is, quite frankly, part of the dilemma we face, particularly
when we start talking about, and this is nothing against traditional
banks because I bank with a traditional bank, but the reality is the
brokers and the predatory lenders, and I do not put them in the
same box, have made it much more convenient for a person who
wants to purchase a home to be able to get a home. Oh, you cannot
come at 9 o’clock in the morning, 9 o’clock at night; I will be at
your home. If you do not have a witness, I will bring a witness with
me. If you don’t have this, I will take care of that. And that has
made it much easier for people who traditionally have not had ac-
cess to financial services to get them.

So what my question to each of you is—not to each of you. I am
going to ask one because I do not have but 5 minutes. Let me ask
Mr. Rodriguez, do you agree basically with what I have just said,
Mr. Rodriguez? What do you think we ought to do, in 1 minute?

Mr. RODRIGUEZ. Thank you.
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In 1 minute, I think that is absolutely right that in communities
that is their experience. There is a lack of information certainly
within minority communities, lack of experience with products. So
a lot needs to take place there with respect to education, but there
also has to be a vehicle for enforcement that goes way beyond what
has been proposed here and is included certainly in our rec-
ommendations.

At base, the question is, can we go back to communities who
have had some of these experiences and be able to say, well, the
answer is a national registry. I think the answer is no. There has
to be much more. It has to be much more comprehensive. There
has to be much more enforcement and accountability included in
this measure for us to be able to go back into our communities and
tell them we have done something about these issues and prob-
lems.

Mrs. JONES OF OHIO. It has gotten so bad in Cleveland that
Fannie Mae, in conjunction with the housing advocates in Cleve-
land and five banking institutions, has created a fund of $5 million
in order to help people who have been in predatory lending situa-
tion to come out of it. It is like why don’t we regulate so that we
do not have to spend money to bring people out of a predatory lend-
ing situation.

Let me go to you, Ms. Bryce. You were the one who tried to dis-
tinguish between a banker and a broker. What makes a banker
better than a broker?

Ms. BRYCE. I think the major distinction is the fact that——

Mrs. JONES OF OHIO. No, not the major distinction. What makes
a banker better than a broker, if there is such a thing.

Ms. BRYCE. The banker is providing the actual funds. There was
a comment earlier about the whole issue of table-funding. The
banker who is providing the funds has risks for that loan, has in-
terest-rate risk, has compliance risk, has repurchase risk.

Mrs. JONES OF OHIO. Does a broker act as your agent?

Ms. BRYCE. I would say not as our agent, no, as an independent
contractor. There are times when brokers——

Mrs. JONES OF OHIO. Let’s go legally.

Ms. BRYCE. I am.

Mrs. JONES OF OHIO. No, no, no. Let’s go legally. If in fact they
secure a loan on your behalf, they are acting as your agent.

Ms. BrYCE. I would disagree with that characterization. I would
say there is an independent contractor. They do business with a
number of different bankers.

Mrs. JONES OF OHIO. Including you.

Ms. BryCE. I do not do business with them.

Mrs. JONES OF OHIO. Not you personally, but your institution.

Ms. BrYCE. The industry, yes.

Mrs. JONES OF OHIO. So the point is that if you are regulated,
then your broker who acts on your behalf or as your agent ought
to be regulated as well.

Ms. BRYCE. I think there is still a disagreement in that regard.
I would say they are an independent contractor who has the right
to present a loan.
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Mrs. JONES OF OHIO. And if they bring it to you and it is good
enough for you, you are going to take it, right? So you are going
to get a benefit from him brokering on your behalf.

Ms. BRYCE. That is correct.

Mrs. JONES OF OHIO. I am done. I am out of time. I thank you
very much.

Mr. MILLER OF CALIFORNIA. [Presiding.] I am an older Ney.

Mrs. JONES OF OHIO. Okay, older Ney. Thank you.

Mr. MILLER OF CALIFORNIA. I would like to continue. Since I get
the chair, I get another opportunity at this apple, so this is good.

I have been in the development industry for about 35 years. It
is interesting. Last time we discussed the concept of the need of a
mortgage broker, bankers are right there saying yes absolutely,
they work hand-in-hand with us. If they are not doing their job, we
have to hire somebody and turn to them to do that job to meet the
need. So I look at both of you as good people.

A lot of times, builders will go out there and they want to build
a project, and they will go to a mortgage broker. They will say, this
is the project. The mortgage broker puts the information together,
then will go out with lenders and shop the package to lenders and
see who wants the package and who wants to give the best terms,
offer the best type of conditions or whatever, rates, because they
want to lend on that project.

But once that has occurred, then there is a relationship between
the property owner and the mortgage banker, but they are sepa-
rate, and the same thing with the mortgage broker and the mort-
gage banker. Yes, they are both providing a service, but they are
separate.

I know, Mr. Hailer, you were wanting to respond to my question
last time when we talked about standards for everyone, some rea-
sonableness in the industry. Would you like to comment?

Mr. HAILER. A very brief comment, Congressman. I feel that
every loan that I make, my reputation is on the line both person-
ally and as a bank, particularly because my particular bank has
sold very few loans in its existence. We have sold a total of about
$2 million in loans. That means when we generate a mortgage, we
hold it and we keep it. As was said previously, we get the interest
rate risk. We get everything that goes with it.

We also provide one benefit for the customer, and that is if some-
thing goes wrong, whether it is an insurance payment, pro-rating
of taxes, whatever the case may be, customers know where to find
us. So consequently, my reputation, the reputation of my company
is right there. That is not something I am willing to give up. I am
fine with that.

Mr. MILLER OF CALIFORNIA. From a mortgage banker, do you
think it is to the benefit of a mortgage broker to impugn their own
integrity by doing something to misrepresent a package to you?
How often are you going to deal with that person in the future?

Mr. HAILER. Are you asking me?

Mr. MILLER OF CALIFORNIA. Anybody who wants to answer it.
There is a close relationship, I think, between both of your organi-
zations. I think if one does anything that is less than honorable
and above-board, there is a direct impact on that individual or the
business for doing that in the future. I would like your response



25

on that because I do not think that has been addressed. People as-
sume that you can get away with scurrilous acts or deeds and you
can misrepresent a package or a portfolio and everybody is going
to slily, oh, okay, good, bring me another one. That is not how it
works.

Ms. BRYCE. I think that certainly mortgage bankers that work
with mortgage brokers look at the quality of what they are getting
from those mortgage brokers just like they would look at their own
portfolio of products.

Mr. MILLER OF CALIFORNIA. They are underwriters.

Ms. BRYCE. If there are issues with quality, if there are issues
with compliance, then I think most mortgage bankers would either
talk to that broker, and if it does not improve, cease doing business
with them because ultimately the mortgage banker then has re-
sponsibility for all of those issues with the loans.

I think that what a mortgage banker cannot necessarily tell are
whether there are issues with how the loan was sold in the first
place. We cannot know whether or not there was a better product
at a different lender that that broker does business with. We can
only know what was submitted to us and whether or not it is com-
mensurate with our requirements.

Mr. MILLER OF CALIFORNIA. I know from the building industry,
a builder is very much like a mortgage broker would be. You might
get one loan, but if you prove to be bad, you will not get a second
loan. We need to do everything we can to get the predators out of
our industry, but I think you internally do a lot of that yourself.
We have not acknowledged that. Yes, we need to go a step further
to make sure the law is very clear about what a predator is, what
a subprime lender is, what a position of a broker is, what a position
of a mortgage banker might be.

But the industry does a pretty good job when they can of trying
to ferret out the bad players out there. I just do not want the per-
ception to be created by this hearing that you can do something
that is wrong, you can do something to impact some individual out
there who is just trying to get a loan for their house, and put a
package together, misrepresent it, and get a bad loan for him, and
that is going to be acceptable in the future. I do not believe that
is the situation, unless one of you would like to say that that might
be.

Mr. FALK. Mr. Miller, we agree with you. As mortgage brokers,
we came up in 2002 with our model State statute initiative. Our
chapters around the country have been pushing State regulations
all across this country, to license all originators, to require back-
ground checks, to require licensing and education. So we have
been, with some of our partners, our mortgage banker partners,
our American Banker partners as you say, we are all in this to-
gether.

Mr. MILLER OF CALIFORNIA. I love it.

Mr. FALK. And so in essence, all of our reputations are personally
and professionally on the line when a bad loan is made. But let’s
not kid ourselves, it starts when an originator sits with a con-
sumer. Those are the people we want to license, regulate and keep
bad actors out, who are sitting at the table with the consumer,
talking to the consumer and getting their personal information.
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That is why we say that all originators should be licensed and reg-
ulated.

Mr. MILLER OF CALIFORNIA. Thank you for your input.

Ms. Waters?

Ms. WATERS. Thank you very much.

I would like to thank Chairman Ney for holding this hearing.
This particular subject matter has been of interest to me for a long
time. Let me just say that I recognize that mortgage brokers and
bankers have made products available in areas where many of the
majors have not been. Because of that, people have been able to
purchase homes.

On the one hand, you can appreciate that. But on the other
hand, you guys also know that there are some bad actors in your
industry and that they have created a bad reputation for you. It
is a combination of high fees, high interest rates, loan flipping, you
name it. I am concerned that you have not done enough to get rid
of the bad actors who are giving you a bad name.

I am not so sure that preempting State law is the way to go
about it. I oftentimes agree with my chairman, even though we are
from different sides of the aisle, but on this one, I am not so sure.
Mr. Kanjorski, Mr. Ney believe that by having these uniform
standards, this may help with what I am trying to describe to you,
but I do not think so.

I do think that within the industry you should be more aggres-
sive, even if you do not get State laws to do all of what you want
to do. You guys should rein these people in. You should let them
know that you are going to help put them out of business if in fact
they are guilty of many of these practices that cause us to have all
of these defaults on these loans.

I am going to mention the name of a mortgage broker in South-
Central Los Angeles, about a block from my house, Central Lend-
ing Real Estate. Write that down, Central Lending Real Estate on
Vermont Avenue. What happens is when people lose their homes
or when they feel that they are not being fairly treated, it ends up
in our office. It ends up in our office, first, to do something. I have
done everything from call mortgage brokers, visited them, to lit-
erally just having a fight with them about some of the practices.

This one, I went to Central Lending Real Estate. They keep the
doors locked for the most part because I think they have so many
people who want to shoot them that they are afraid to let anybody
in. They have messed over so many people. Of course, they did not
want to let me in. I just stayed until they did. The principal at
Central Lending Real Estate went into his office, closed his door,
locked his door, and he sent some of the salesmen out to try and
talk with me about this terrible, terrible case that I was involved
in.
I have had a lot of complaints about Central Lending Real Es-
tate. This is the first opportunity I have had publicly to talk about
how bad they are and some of the things they are doing, but it is
a lot of them. Every month or so when I am in my district in var-
ious areas of my district, I have people coming up to me handing
me the cards, another new mortgage broker, somebody has hung
out their shingle on a sign, another little storefront business. They
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are just proliferating all over the place. Many of them I do not
think are competent to be doing this work.

Now, I do not think that this preemption is going to work be-
cause there are some States that are better than others in the way
that they license or the way that they regulate. So my question is,
what can you do to self-police the industry, to identify the bad ac-
tors, and to reduce the amount of the yield or whatever it is, the
yield spread premiums that you collect?

It is one thing to get a .5 percentage point or so higher on a loan
because, you know, whatever the reason is, but when you start
jumping 2 and 3 and 4 percentage points higher, that is just worse
than predatory. What can you do? Mr. Falk?

Mr. FALK. Ms. Waters, thank you.

I would share great concern with you about this Central Lending
Real Estate. I do not know if they are a broker or a lender or a
banker or a real estate agent, and their licensing under California
law. I know there are a number of different licenses available
under California law. It is regrettable that a bad situation clearly
appears to have taken place. I do not know the specifics.

We agree with you when it comes to the exemptions under the
current language under Title V. We believe that all of the exemp-
tions under the licensing area should be dropped. The only exemp-
tion that should remain from the minimum standards should be for
depository institutions and for employees of depository institutions.
So any of the other exemptions, we believe are inappropriate. We
believe that the education requirements and criminal background
check requirements should be broader.

The other thing I would comment on is pre-licensure education.
We agree with you, candidly, that a lot of folks go into the mort-
gage business without any training, without any understanding of
what is going on in the industry, how to fill out forms, how to treat
people properly. So we believe that a rigorous education require-
ment should be installed. You should not be able to go from dif-
ferent troubled industries into our industry, and then jump out
again as soon as you are caught.

Mr. MILLER OF CALIFORNIA. You need to wrap up. The time has
expired.

Mr. FALK. Thank you.

Mr. MILLER OF CALIFORNIA. Mr. Green, you are recognized for 5
minutes.

Mr. GREEN. Thank you, Mr. Chairman. Thank you for hosting
these hearings. I would like to thank the ranking member as well.

I thank each of you for being here today. You have been most en-
lightening, and I appreciate it greatly.

The Federal Reserve has released its HMDA data, and that data
has revealed that even after adjusting for such factors as income
level, all persons making pretty much the same income, loan size,
same person acquiring a loan about the same size, property loca-
tion, acquiring a loan in the same neighborhood, Federal Reserve
has found that African-American and Hispanic borrowers are more
likely than white borrowers to be given a high-cost loan.

A simple question: I assume that we all agree that this is invid-
ious, that it is not the kind of thing that we would want to have
happen, if all of these factors are the same. We would not want
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people singled out because of their ethnicity or because of their
race. Now, if I am wrong, maybe I should have someone let me
kﬁlovg it. Am I wrong? Is there someone who differs with me on
that?

Ms. BRYCE. I do not differ with you that there should not be dis-
crimination in the mortgage market, but I would add that the other
thing that the Federal Reserve and Chairman Greenspan said was
that there are a number of factors that are not part of the HMDA
data, and that they believe that when they include those that it
would explain some of the differences. Some of those differences are
credit scores, debt-to-income, loan-to-value and other issues that
impact the pricing of a loan.

Mr. GREEN. Well, let me ask you another way, then. Do you
agree that discrimination exists in this marketplace? Is there any-
body who thinks that it does not? Okay, we all agree.

Given that we all agree that it exists, how do you propose we
deal with it and end it? Because every study, not just this one, but
every single study gives us the same results and every single time
we have reasons that we can explain why, if we made just a little
adjustment here or a little adjustment there, it would cause the
study to look a little bit better. But no one differs; no one says that
the discrimination does not exist.

So now, given that the discrimination exists, and given that we
have a system that allows people to get paid more for steering peo-
ple to higher-cost loans when they qualify for a lower-cost loan,
how do we end the discrimination is my question.

Mr. Rodriguez, if you could give me a brief answer?

Mr. RODRIGUEZ. Sure. I will try to be brief. It is a big question.

I think there are a number of things. We certainly feel pretty
strongly that much more enforcement of anti-discrimination laws
are needed in that context. And certainly, we have to consider that
the common response to these issues is credit scores. What we
seem to overlook pretty consistently is that there are a lot of issues
with respect to reporting of minority credit histories with credit bu-
reaus and credit agencies, that has not gotten enough focus and at-
tention over time.

With respect to Latinos and immigrants in particular, for exam-
ple, the issue is not bad credit, but no credit or very thin credit
files. That in many processing centers instantaneously points them
in the direction of a high-cost loan. It has nothing to do with their
credit risk or their risk of repayment. So there are structural issues
in the credit reporting system in addition to the discrimination
issues that you raise that are steering families and minority fami-
lies toward high-cost loans.

A big part of the solution also has to be housing counseling and
homeownership counseling at the local level, getting more folks in
there talking to Latinos and minorities about home-buying and the
home-buying experience and bridging the gap and helping them
?avigate through the system to get the best and most affordable

oans.

Mr. GREEN. Let me ask this question, if I may, because my time
will expire soon. Do you think we ought to fire people who discrimi-
nate? Mr. Rodriguez?

Mr. RODRIGUEZ. Yes.
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Mr. GREEN. Does anybody differ? Could we just fire them?

Mr. MILLER OF CALIFORNIA. The gentleman’s time has expired.

Mr. GREEN. Okay. Thank you, Mr. Chairman.

Mr. MILLER OF CALIFORNIA. A quick question to Mr. Smith. The
North Carolina Commission of Banks, are they discriminating in-
tentionally? Yes or no.

Mr. SMITH. There may be discrimination. It is hard to ferret out.

Mr. MILLER OF CALIFORNIA. Do you try to ferret it out?

Mr. SMITH. Yes, we do.

Mr. MILLER OF CALIFORNIA. Okay.

Ms. Bryce, Nexstar Financial Corporation, are you intentionally
discriminating out there?

Ms. BRYCE. I am sorry. Could you repeat the question?

Mr. MILLER OF CALIFORNIA. Are you intentionally discriminating
out there?

Ms. BRYCE. Absolutely not.

Mr. MILLER OF CALIFORNIA. I have the opinion based on what ev-
eryone was saying there, everybody was allowing willful discrimi-
nation to go forward, and that was bothersome to me. If that is the
case, that is scary.

Ms. BRYCE. I believe that the industry is very intent on fair lend-
ing and trying to be fair in that regard. The question was, is there
no discrimination, and I could not say that there is never any. But
I think that the industry is very focused on fair lending and being
fair in the issuance of credit.

Mr. MILLER OF CALIFORNIA. I have had meetings with Bank of
America, Wells Fargo, and they go out of their way to make sure
there is no redlining because there is a tremendous consequence for
that to take place. That is just scary to think that this would not
be proactive.

Ms. WATERS. Will the gentleman yield?

Mr. MILLER OF CALIFORNIA. I am going to have to go to Mr.
Cleaver, and then we will try to come back.

Mr. Cleaver?

Mr. CLEAVER. I will yield to the ranking member.

Ms. WATERS. Thank you very much.

I just want to set the record straight. My acting chairman here
talked about how Bank of America and all of the banks go out of
their way to make sure there is no redlining. Because that is on
the record, let me just put my statement on the record.

Predatory lending is rampant, both with the major banks and the
mortgage bankers and with mortgage brokers. It is a problem in
America. The HMDA data is not bad data, even though, I guess it
was Ms. Bryce who had to talk about what was not considered. So
let us not leave here thinking that everybody is working so hard
and there is no discrimination. It is and it is a big problem that
must be dealt with.

Thank you. I yield back.

Mr. CLEAVER. Thank you, Mr. Chairman and ranking member.

I was going in a completely different direction, but my colleague
and your response has generated some continued interest in this
area. Do any of you know of anyone who has been fired in any in-
stitution for discrimination?

Mr. HAILER. May I answer that?
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Mr. CLEAVER. Yes, sir.

Mr. HAILER. Congressman, I am not aware of anybody person-
ally. I have no personal knowledge, but I do know approximately
120 to 125 CEOs in Ohio in banks, and I know of none of them
who would ever sanction that practice.

Again coming back to your question, Mr. Green, I am a little in-
timidated by the circumstances. This is my first time testifying, so
I apologize.

Your question was, is there no discrimination. I cannot identify
whether there is any or not, except for the fact that I look at
HMDA as a banker and I like HMDA, believe it or not. I like
HMDA because I think it is a useful tool, just like interest rate risk
reports are a useful tool, but I do not think it is absolute. I think
there are some flaws with HMDA, and the question is how do we
get to more data and those types of things without violating pri-
vacy and so on and so forth.

The bottom line is there are reasonable explanations as to why
the data is the way that it is and how it comes out. But I know
this; I personally would never stand for any kind of discriminatory
lending practices in my bank and I believe that I am representative
of the banking industry and particularly of the bankers that I
know in Ohio. It is offensive to me.

As far as predatory lending, it absolutely goes on in the market-
place and that is one of the reasons why we are in favor of Title
V is to go ahead and have a baseline.

Mr. CLEAVER. I yield to my colleague.

Mr. GREEN. Would you yield just 1 minute, please?

Friends, we live in a world where it is not enough for things to
be right. They must also look right. It does not look right for us
to consistently have data to indicate that minorities are discrimi-
nated when it comes to lending practices. It may be right, but it
does not look right.

I yield back.

Mr. CLEAVER. The issue is if you do not know of any CEO of any
bank who tolerates discrimination, and you do not know of anyone
who has ever been fired for discrimination, that pretty much pro-
vides empirical evidence, doesn’t it, that nobody discriminates.

Mr. SMITH. May I respond to your question?

Mr. CLEAVER. This is a great country. God bless everybody. Let’s
eat some apples.

Go ahead. I am sorry.

Mr. SMITH. May I respond?

Mr. CLEAVER. Yes.

Mr. SMITH. What we have done a lot of recently, and again dis-
crimination is one thing. What we have done a lot of is take a lot
of enforcement actions, not only in North Carolina, but around the
country, to deal with people who are engaging in fraud and in flip-
ping and a whole lot of other bad conduct, many in predominantly
minority neighborhoods.

I do not know, again, whether the HMDA data was statistical
data that deals with disparate impact of loan policies, but to say
we are not doing it and people do not get fired, people are getting
put in jail. They are getting unlicensed. We are doing a lot of
things to protect particularly vulnerable people in our State. I
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mean, the whole thrust of State legislation with regard to preda-
tory lending in North Carolina and licensure has been focused on
the subprime market fundamentally, which in many cases regret-
tably is a predominantly minority market.

So to say we have done nothing about this problem I think is in-
correct, or to say no one has ever been fired. People are getting put
in jail.

Mr. CLEAVER. I do not think anybody said that nothing has been
done.

Let me change the line of thinking. I was concerned that our
country unfortunately has reached a point where we deny almost
anything that relates to discrimination. Maybe we just cannot han-
dle it.

Who regulates the appraisal industry?

Mr. SMITH. It depends. It is generally done at the State level and
it varies from State to state. In North Carolina, for example, it is
a subset of the real eState board, but it may vary.

Mr. CLEAVER. I have no more questions, Mr. Chairman.

Mr. MILLER OF CALIFORNIA. Thank you.

I have heard a lot of good arguments here that justify Chairman
Ney’s Responsible Lending Act that we are going to enact. We need
to clearly define what “predatory” is and clearly understand that
subprime is extremely beneficial, but there has to be an absolute
line drawn between “predatory” and “subprime.” That is what we
are going to try to do from a Federal perspective so there are not
individual laws enacted in L.A. and San Francisco and San Diego.

Mr. Davis, you are recognized for 5 minutes.

Mr. DAvis OF ALABAMA. Thank you, Mr. Chairman.

Mr. Cleaver, I did not mean by my comment that is the light
working or that you stop asking questions. I apologize for that.

Let me make an observation at the beginning before I turn to my
questions. One of the things that I think may explain a little bit
of a gulf in how we are looking at these issues has to do with our
word choice. I think when Ms. Waters, Mr. Scott, and Mr. Miller,
and Mr. Cleaver, and Mr. Green, and myself use the word “dis-
crimination,” your response to it, or I should say more accurately
the industry’s response to it, is, well, you know, we do not think
there is discrimination out there because we do not think there are
people who are sitting there saying, gee, I see a black person or a
brown person in front of me and I do not like them and I do not
want to deal with them.

I would agree with you that that kind of overt discrimination is
probably a little bit less common today than it was 30 or 40 years
ago, but I am not sure that is really the issue. I do no think the
issue is whether or not people look at a black or brown or yellow
person and say, “Gee, I don’t like you.” The issue is whether when
they encounter people who may be lower-middle income and who
may be of a racial minority, that some trigger goes off that this is
a less-informed person, that some trigger goes off that this may be
someone I can take advantage of.

I think those of us on this side of the aisle would be inclined to
think that that, too, is discrimination. So I make that point and
then turn to some questions.
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Mr. Miller asked you I think a very interesting line of questions
about what the standard ought to be for mortgage brokers and
whether or not the standard of providing favorable or the best fa-
vorable applicable loan to a consumer ought to be codified in some
way.

Let me give you two contrasts. I am a lawyer. A number of us
on this side of the aisle, including Mr. Miller, are lawyers and peo-
ple on the other side of the aisle are lawyers. We have in every
State something called a canon of ethics. That canon of ethics has
the force of law and if you violate it and the State bar believes you
violated it, you have lost your right to practice law. So it has the
effect of being a legal instrument of the State. A lot of us know doc-
tors. In almost every State, there is a canon of ethics for doctors.
Once again, if you violate it, you lose your license that in effect has
the force of law.

There is a requirement in the canon of ethics for doctors and law-
yers that you have to provide the best service possible to the per-
son you contract with, either your client or your patient. If you ac-
cept a case, you do not get to give them the Wal-Mart version or
the Super Sam’s version. You have to give them the best, strongest
service that you can provide. The same for medicine. You do not
get to say, I will give you my A game if you are on this list or my
B game if you are on this list.

Mr. Falk, is there any statutory provision or any written provi-
sion that you know of anywhere in the country that codifies that
mortgage brokers provide the best reasonable service that is appli-
cable to a given consumer? Give me a quick answer on that.

Mr. FALK. I am not aware of any State regulation.

Mr. DAvVIS OF ALABAMA. Are any of you aware of any written
statutory instrument that is comparable to the State bar or State
medical regulations I described? Are any of you aware of any?

Mr. HAILER. The only thing I can offer is every regulation that
banks are subject to encompasses that, but as far as you have de-
scribed it, no, but I can tell you that it is all-encompassing in every
reg that we comply with.

Mr. DAviS OF ALABAMA. All right. Mr. Rodriguez, let me perhaps
turn to you to provide a quick answer. Why are mortgage brokers
so different from doctors and lawyers in that doctors and lawyers
have to live by these standards and mortgage brokers do not, in 30
seconds or less?

Mr. RODRIGUEZ. I do not know.

Mr. DAvis OF ALABAMA. Do any of you know of any reason why
mortgage brokers are that different from doctors or lawyers, when
doctors or lawyers have to live by the standard and mortgage bro-
kers do not? Can anybody articulate a difference? Yes, sir.

Mr. HEDGES. No, Mr. Davis. I would suggest that a substantive
requirement on brokers, that each borrower get the best loan that
their credit entitles them to would make a big difference in this
problem.

Mr. DAvIS OF ALABAMA. I agree with you. Because of time, I will
stop you with agreement and ask you one final question. There is
another difference. In my State and I think every other State, bad
actors who are lawyers and doctors are listed in a public filing. If
a bar complaint is filed against you and resolved in an adverse



33

manner to you, that is published. If a doctor is found to be neg-
ligent and a doctor is found by the medical association to be a non-
performing or a bad actor doctor, that is published.

Again, do any of you know of any provision at the State level
where there is a list of bad actors who are mortgage brokers, mort-
gage brokers who have been caught engaging in fraudulent prac-
tices? Do any of you know of a database that collects and lists bad
actors among mortgage brokers?

Mr. SMITH. My Web site. Visit it anytime.

Mr. DAvVis OF ALABAMA. All right. And your Web site is what?

Mr. SmiTH. NCCOB.org.

Mr. DAvIs OF ALABAMA. Okay. And you represent?

Mr. SMITH. I am in the State of North Carolina. I have a list.
I have published every single order I have issued.

Mr. DAVIS OF ALABAMA. Do you know of any States who do what
North Carolina does?

Mr. SMITH. I do not.

Mr. DAvVIS OF ALABAMA. Our State requires this information to
be public. That is the question about what this bill does in making
that database confidential.

Mr. SMITH. Excuse me, if I may say one other thing. In my testi-
mony, which you were not here for, but you did not miss a lot, but
one thing I did say was that the States are now working on a data-
base to do exactly the thing you are talking about.

Mr. DAVIS OF ALABAMA. And the thing would be listing bad actor
mortgage brokers?

Mr. SMITH. Yes, nationally.

Mr. DAvis oF ALABAMA. Okay.

Chairman NEY. [Presiding.] I have to note the time has expired
and we still have Mr. Kanjorski.

Mr. Kanjorski?

Mr. KANJORSKI. Listening to the discussion so far, it seems to me
that we may be searching for the perfect and as a result miss
achieving the good. In a perfect world, we would like every indi-
vidual to pay the least on their loan or mortgage and get paid the
highest amount on their savings account or CD.

But, Mr. Hailer, I will start off with you. It is sometimes fun to
pick on bankers. Do all banks pay everyone the same rate on CDs
and savings accounts?

Mr. HAILER. The answer to that is absolutely no.

Mr. KANJORSKI. That is right. It is a competitive world.

Mr. HAILER. It is.

Mr. KANJORSKI. Let us reverse it to mortgages. Does everyone
pay the same amount on every mortgage in the country or are
there differences?

Mr. HAILER. There are differences and then there are reasons
why.

Mr. KaANJORSKI. Right. Most often they are subjective reasons,
really. We try and reduce them to a formula. But in reality, even
if you look at a credit rating, it is a subjective evaluation based on
some criteria.

Mr. HAILER. It depends on what the range is and what the credit
rating is based on, and how the credit rating is used.
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Mr. KANJORSKI. As one of the co-authors of this legislation, I
guess I want to clear up a few things. One, it is our hope, and I
think I speak for Mr. Ney, that we have a national uniform system
to drive down the cost of money instead of having to go through
the 50 different entities and maybe hundreds of others as munici-
palities get into this ballgame, which they have. Overall on that
basis, if you make money available, whether it is in the subprime
market or in conventional financing, you are going to drive down
the cost of money through efficiency. Would anyone at the table
disagree with that?

I have come to a conclusion, after listening to my colleague Mr.
Davis talk about applying a legal standard, a fiduciary duty stand-
ard, or a professional standard like that of a lawyer or a doctor.
This industry is a business. I think that we should recognize that
it is not a profession. I do not see how it can be made absolutely
uniform in terms of applying such a standard.

If you ever go to the best deal standard for each mortgage trans-
action, I guess I will leave Congress, enter the bar again, and just
become the greatest trial lawyer that has ever existed because
there would be an unlimited number of cases. Every deal that does
not match the lowest deal is not the best deal. That is ridiculous.

What we are trying to do is get the overall national cost of money
down for mortgages. We are trying to open up and protect people
in some way and come up with a reasonable uniform standard.

I am convinced that we do need a standard for brokers. I think
it is essential that we know who the bad actors are. We know there
are minimal capacities there. Then we have to rely in a way on
what I always call the “self-help” in the industry.

We expect bankers not to turn their eyes when dealing with a
broker when they obviously see it is a bad deal. However, bankers
can get away with it because they did not have any contact with
the consumer, or they did not know what to do with it, or they may
not have direct liability on it. I would love to find a mechanism to
go with that.

Yes?

Mr. HAILER. Congressman Kanjorski, in Middlefield, Ohio, there
is a mortgage broker who I heard from a friend of mine who is a
CEO over there who has been preying upon the Amish community.
There is a very large Amish community over there. How it came
to be discovered was he was getting a lot of payoffs at his bank
from long-time customers. He started investigating it. Then he
started looking at some of the documents. In the documents he
found excessive fees up front that were of course rolled into the
document based upon the appraisal, so the people are not only get-
ting whacked with the fees up front, they also get the benefit of
having the costs of carrying those fees over a long period of time.
So they are getting hit a couple of times.

I am proud to say that my friend has brought this to his attor-
ney’s attention. His attorney is getting sued by the mortgage
broker for bringing up the issue, but nonetheless much like in the
case that you have given, Congresswoman Waters, the marketplace
in that case has served as a regulator because the word has gotten
around and the bishops within the Amish community have re-
sponded. Even in your own area, you will find this to be true.
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The bottom line is that they have closed ranks and have rooted
that person out. So that is a good story of what is in place right
now, particularly with regulations working.

Mr. KANJORSKI. Right. In the banking field, do we not have a
certain type of loan called a “character” loan? If you are of bad
character, you cannot get a loan at some banks.

Mr. HAILER. If you are a bad character and we know, you cannot
get a loan.

Mr. KANJORSKI. That is right. On the other hand, if you are of
good character, sometimes you do not nearly need anywhere near
the collateral that other people may need because of your char-
acter.

Mr. HAILER. My favorite loan that I ever made was to a lady
whose husband committed suicide. Her children were made fun of
in school because of it, and she came to us for a loan. She did not
have the credit score and she marginally had the income. I will not
take anything in the way of gratuities or anything of that nature
as a banker. She developed a career as a caterer and built a very
suCﬁessful career, and basically came back from the dead finan-
cially.

We made her a home loan. The look on her face when she was
approved for the mortgage stayed with me. She want to give me
something. She wanted to do something, and I said I cannot take
anything. So I went out to my car, which I leave unlocked, and
there was this box of cakes and cookies. It is probably one of the
most meaningful gifts I have ever gotten in my life. That is great
stuff and it is very true. I do not think I am alone in that.

Mr. KANJORSKI. I have always applied what I call a 5-percent
bastard rule to analyze these issues; there are 3 percent to 5 per-
cent of people in our society—who no matter what laws, rules or
what regulations we pass—are going to try and find a way to push
the edge of the envelope and go over it. But 95 percent of almost
any participant in any profession, any business, any commercial ac-
tivity in this country, will try and do the right thing because they
are after establishing good character.

Now, all we are trying to do is find some mechanism to reduce
that 5 percent, but not to the extent that it becomes suffocating on
the industry. I heard some of the discussion here and I just want
to point it out.

Chairman NEY. I would note that there are 6 1/2 minutes left on
the vote.

Mr. KANJORSKI. Is there anyone at this table that wants us to
do nothing, just get out of this field and leave it as it is?

Ms. BryYCE. I think it is important for you to continue with this
bill. We support the bill as it is structured generally. One of the
concerns is that you are talking about the economic marketplace
and the importance of preserving that. I think it is important to
continue to have competition in various markets because that gives
consumers more opportunity to shop and find a better deal.

I also think that in terms of looking at the marketplace we have
to protect the liquidity in the marketplace. One of the issues is as-
signee liability. We have seen situations where investors have said
we are not going to buy these loans. We had a situation where a
warehouse lender actually said we are not going to fund any more



36

loans in the State of Massachusetts because we cannot tell which
ones are high-cost loans or not, so we are not going to fund any-
thing. We do not want to see that happen in the marketplace. We
want to protect the liquidity so that there is an opportunity for
competition.

Mr. KANJORSKI. Thank you very much.

I know we are very close, and I yield back. Thank you, Mr.
Chairman.

Chairman NEY. Thank you.

I want to thank the witnesses and the members today for an im-
portant hearing.

I want to note that members may have additional questions for
this panel and they may want to submit to the panel in writing.
Without objection, the hearing record will remain open for 30 days
for members to submit written questions to the witnesses and to
place their responses in the record.

I want to thank the panel today. Thank you.

[Whereupon, at 11:59 a.m., the subcommittee was adjourned.]
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Opening Statement of the Honorable Bob Ney
Chairman, Subcommittee on Housing and Community Opportunity

Hearing on
“Licensing and Registration in the Mortgage Industry”

Thursday, September 29, 2004

Good morning and welcome to this hearing in the Housing Subcommittee on the
topic of “Licensing and Registration in the Mortgage Industry.”

This is a topic that Congressman Kanjorski and I have addressed in our anti-
predatory lending legislation, H.R. 1295, The Responsible Lending Act — also known as the
Ney-Kanjorski bill.

However, in the discussions surrounding this proposed legislation, this issue has not
garnered a great deal of public attention and comment.

Most of the debate has centered on which potentially abusive lending practices
should be curtailed or prohibited in an effort to protect borrowers from unscrupulous

fenders.

But equally, if not more, important is the issue of regulating the people who provide
or facilitate mortgage loans.

After all, it only takes a few bad apples to give an entire industry a bad name.

So that is what we are here to discuss today.

In an industry in which some say that opportunities exist for bad actors to exploit
and take advantage of both sophisticated and unsophisticated consumers alike, how should

access to that industry be regulated to help insulate consumers from such practices?

Should all those who originate mortgages be required to obtain a license and register
individually?

Or, are there reasons why access to the mortgage lending industry should be
regulated differently for certain participants due to their unique attributes or because of

their current regulatory requirements?

In addition, there are currently a number of state laws and legislative movements on
the state level that address this very topic.

Are these sufficient? Or, would some degree of minimum uniformity be helpful?
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Hopefully, these questions will be answered today so that we can continue to find
ways to protect consumers from both predatory lending practices and from those bad actors
who would take advantage of borrowers.

The Ney-Kanjorski Responsible Lending Act attempts to do just that — protect
consumers from bad practices as well as from bad actors.

This is why Congressman Kanjorski and I believe that H.R. 1295 is the most
comprehensive piece of federal anti-predatory legislation ever to be introduced.

The central goal of the Ney-Kanjorski bill has been to provide consumers with the
best possible protections from abusive lending without unduly and unnecessarily raising
the cost of borrowing.

Thus, we must try to keep in balance the costs to borrowers of licensing and
registration requirements and the benefits that the borrower would receive from such
requirements.

While the current version of the bill contains provisions to establish uniform
minimum standards for the licensing and registration of mortgage brokers, I recognize that
some within the mortgage broker industry would like to see those standards applied more
broadly to others in the loan origination business.

1 also recognize that others in the loan origination industry do not believe that these
standards should be applied any more broadly.

This is why we are here today — to flesh out and understand these positions as well
as to hear from others outside of the industry regarding what type of federal regulation, if
any, would be helpful.

I look forward to hearing from our witnesses and I want to thank all of you for
taking time from your busy schedules to be with us today.

I'would now like want to recognize my Ranking Member, Mrs. Waters.
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The Honorable Emanuel Cleaver, 11
Subcommittee on Housing and Urban Development
Hearing: Licensing and Registration in the Mortgage Industry
Opening Statement
September 29, 2005

First, let me thank the Chairman and the Ranking Member for convening this hearing on
the important subject of licensing and regulation in the mortgage industry. Today’s
hearing is especially timely and relevant as our nation’s housing markets continue to
grow. The number of homeowners in the United States has surpassed 70 million, and the
U.S. homeownership rate has reached record levels.

Homeownership is, no doubt, an important component of the American dream. As a
nation, we should take steps to encourage homeownership and expand homeownership
opportunities for underserved populations, such as minorities and the economically
disadvantaged. But if we are to make a commitment to expanding homeownership and
homeownership in general, we must ensure that American consumers have the tools they
need to make well-informed choices regarding mortgages and lenders in an increasingly
complex market. Mortgage brokers can play an important and useful role helping
consumers navigate this market.

That said, I am very concerned with the preponderance of predatory and abusive
mortgages, especially to the economically vulnerable, minorities, and the elderly. It is
estimated that predatory mortgage lending costs Americans more than $9.1 billion each
year. T am concerned that uneven regulation and oversight of mortgage brokers leave
consumers vulnerable to unethical practices.

Congress should explore ways to protect borrowers from wrongful broker activities and
curb predatory lending practices. Providing for the national licensing and registration of
mortgage brokers may be a viable first step towards these ends, but I remained concerned
that we not pre-empt those states that have enacted strong state lending laws, and
inadvertently weaken consumer protections.

I hope that today’s discussion will delve into these matters and look forward to the
panel’s testimony.
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Good morning, and thank you Mr. Chairman, for holding this hearing and inviting the
Mortgage Bankers Association (MBA)' to share its views on Title V of H.R. 1295, “The
Responsible Lending Act of 2005.” My name is Teresa Bryce and | am Senior Vice
President and Director of Legal and Corporate Affairs for Nexstar Financial Corporation,
a mid-size mortgage banking company located in St. Louis, MO. | am also Co-Chair of
MBA’s State Licensing Task Force, formed last year to review the impact that the
myriad of new state licensing laws are having on mortgage bankers. MBA is particularly
interested in testifying today because state licensing laws have become an issue of
growing concern among mortgage bankers as we work to be the efficient financial link
between homebuyers and capital markets.

Title V of H.R. 1295, “Requirements For Mortgage Brokers,” mandates that states pass
uniform statutes for the licensing of mortgage brokers, creates Federal mortgage broker
requirements for those states that do not pass compliant legislation, and establishes a
national database of licensed mortgage brokers that would be accessible by state and
federal regulators, real estate finance companies employing morntgage brokers, and the
general public.

MBA supports Title V because we believe it will elevate the standard of professionalism
within the mortgage broker industry. Title V will also result in greater accountability
among mortgage brokers while at the same time easing the compliance problems
caused by different state laws for mortgage brokers who broker in multiple states. MBA
would suggest some changes to Title V that would serve to strengthen the legisiation.

Before | outline MBA’s support for Title V and detail our suggested changes, | would like
to give the subcommittee some background on the mortgage banking industry and
MBA’s particular interest in mortgage banker and broker licensing laws.

What Mortgage Bankers Do

Mortgage bankers provide mortgages to homeowners and homebuyers. Mortgage
bankers underwrite applicants and lend their own funds or funds they have borrowed in
a mortgage transaction. From the moment a loan has closed, mortgage bankers
assume the credit, interest rate, compliance, and fraud risk associated with the loan.

The Mortgage Bankers Association (MBA) is the national association representing the real estate finance

industry, an industry that employs more than 500,000 people in virtually every community in the country.
Headquartered in Washington, D.C., the association works to ensure the continued strength of the nation’s

residential and cial real estate markets; to expand homeownership and extend access to affordable
housing to ali Americans. MBA pr fair and ethical lending practices and fosters professional

1| g reai estate fi employees through a wide range of educational programs and a variety
of publicati Its bership of over 2,900 companies includes all el of real estate finance: mortgage

companies, mortgage brokers, commercial banks, thrifts, Wall Street conduits, life insurance companies and
others in the mortgage lending field. For additional information, visit MBA’s Web site:
www.mortgagebankers.org.
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Mortgage bankers may then service and/or sell these closed loans to the secondary

market. if a loan is sold, the mortgage banker typically transfers the future interest rate
and credit risk to the investor, but maintains nearly all of the quality, compliance, and
fraud risk.

In the above manner, mortgage bankers are truly financial intermediaries that bring
together providers of capital (investors) and those needing such funds (homebuyers) in
all regions of the country. This function moves funds from capital-surplus areas to

capital-deficient regions, and helps create jobs and economic growth throughout the
nation.

Mortgage bankers are organized in many forms: Federal- and state-chartered banks,
thrifts, credit unions, and other depository institutions, as well as non-depository
mortgage companies. Mortgage bankers also come in many different sizes, from small
businesses to large multi-national corporations. Mortgage bankers use an array of

methods in connecting consumers with capital: traditional branch offices, the U.S. mail,
call centers, and the intemet.

Mortgage bankers face several levels of regulatory oversight depending on how they
are organized. Federal- and state-chartered depository institutions are regulated by the
appropriate Federal or state banking agency. In 49 states and the District of Columbia,
non-depository mortgage companies are licensed and regulated by state regulatory
agencies. Fannie Mae, Freddie Mac, and the Federal Housing Administration (FHA)
approves and oversees any mortgage banker who wishes to work with them.

Additionally, private investors and mortgage insurance companies conduct audits of the
lenders with whom they work.

Regardless of their internal structure, all mortgage bankers face economic regulation

through the mortgages they keep in their portfolio and the mortgages they sell to
investors.

If a mortgage bank retains a mortgage in its portfolio, it is relying on the continued
performance of that mortgage in order to realize a profit. In this case, the mortgage
bank bears the full risk of the loan.

Alternatively, if a mortgage bank sells a mortgage, the bank makes certain
representations and warranties to the investor. If the investor discovers problems, such
as non-compliance with applicable law or underwriting guidelines, or fraud, the investor
can, and typically does, force the originating mortgage banker to repurchase the
mortgage or enter into an indemnity agreement. investors, such as the Government
Sponsored Enterprises (GSEs) and private institutions, therefore, pay strict attention to
the operations of the mortgage bankers from whom they purchase loans.

In this manner, mortgage banking companies are corporately responsible for every loan
originated by any of their employees, and this economic regulation by the marketplace
extends far beyond the loan closing.
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What Mortaage Brokers Do

Mortgage brokers, on the other hand, do not fund, underwrite, or service mortgage
loans. Mortgage brokers are commissioned sales people, independent of mortgage
banking companies, who typicalily work with a number of mortgage bankers at any one
time, matching homebuyers with lenders.

Mortgage brokers do not have capital at risk in a transaction and their responsibility for
a loan typically ends when a ioan closes and they receive their payment. In most
cases, mortgage brokers operate with considerably fewer assets than moritgage
bankers. In those states where mortgage brokerage companies are licensed, minimum
financial requirements on these firms tend to be significantly less than morigage
bankers.

Lenders have little expectation of recovering losses from brokers and typical recourse is
to simply no longer do future business with the broker. While this may prevent future
losses, it does nothing to address the risks or costs that the existing portfolio of loans
received from that broker imposes on the mortgage banker.

There is no Federal oversight of mortgage brokers. Since mortgage brokers do not sell
mortgages on the secondary market, there is little marketplace regulation.

The Difference Between Mortgage Bankers and Mortgage Brokers

While the entrepreneurial spirit of the mortgage banking industry has created the
sophisticated and innovative real estate finance system that the U.S. enjoys today, a
key difference between the mortgage broker, (which is the subject of Title V's
requirements), and the mortgage banker has remained the same despite the changes in
the system. This key difference is that, at some point in the transaction, mortgage
bankers, unfike mortgage brokers, have money at risk and must continually maintain a
significant amount of financial wherewithal to back up the loans they sell.

This is evident in the requirements that investors such as Fannie Mae and Freddie Mac
place upon mortgage bankers who wish to sell loans to them. It is also evident in the
state statutes that have been promulgated to regulate mortgage banking companies
and mortgage brokers: typically, mortgage bankers are expected to attain and retain a
much higher financial and professional profile.

Another difference between mortgage bankers and morigage brokers is the relationship
to the consumer. Mortgage bankers typically offer their own financing products to
consumers and do not present themselves as operating on behalf of the consumer.
Mortgage brokers, on the other hand, present themselves as specifically acting in the
interest of the consumer by shopping on behalf of the consumer for the best product
that meets the consumer's needs and financial circumstances. Mortgage broker
commissions are fundamentally based on this service offer.
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MBA is aware of case law that has found fiduciary relationships in many mortgage
broker-client relationships, but that the mortgagor-mortgagee relationship does not
create a fiduciary relationship, as a matter of law. In the unreguiated or under-regulated
mortgage brokerage business, it is prudent for regulators to step in and license those
individuals who have a fiduciary relationship with a consumer.

This is exactly why MBA supports Title V. We believe Title V will elevate the standards
within the mortgage brokering industry and lead to greater accountability. The National
Association of Morigage Brokers (NAMB) recognizes the need for licensure among their
members and has created a model state statute that would result in ali mortgage
brokers being licensed. Many states have likewise identified the need to imbue greater
professionalism and accountability within the mortgage brokering industry and have
passed laws that require licensing of individuals working as mortgage brokers.

The Current State Licensing Environment

Despite the fact that today’s hearing is focused solely on mortgage broker licensing, |
would like to take a moment and give the subcommittee an overview of the current
licensing environment for mortgage bankers at the state level and the difficulties it is
imposing on them. | believe there are lessons to be leamed from the state level
experience as this subcommittee considers Title V.

States have traditionally licensed mortgage banking companies as a means to monitor
the mortgage lending industry in their state, prevent abusive lending, and protect
consumers’ interests. Licensing also provides states with revenue, which is derived
from the various fees charged to obtain and maintain a license, and is often used to
fund oversight activities. Currently, 49 states and the District of Columbia require
mortgage bankers (who do not enjoy a federal pre-emption) to be licensed before
lending funds in their state.

MBA supports state level corporate licensing of mortgage banking companies. We
believe that states should be able to approve and monitor the companies that make
loans to citizens within their state. And while we may, from time to time, take issue with
a particular provision under a state’s corporate licensing regime, we do not believe a
state should be limited from knowing which mortgage banking companies are lending
within their boundaries.

In conjunction with these licensing laws comes regulation by state executive agencies.
This oversight takes many forms, but often includes annual reviews of financial
statements, onsite reviews of operations, recertification of company principals, and
requests for responses to consumer complaints.

In recent years, however, a growing number of states have added onerous
requirements to existing mortgage banking company licensing. For instance, more and
more states have begun to require morigage banking companies to maintain an
employee or branch physically in the state to take applications. This requirement may
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unduly restrict lenders who centralize applications in a call center or utilize technologies
such as the intemet. Furthermore, this requirement is likely a violation of the Interstate
Commerce clause of the United State Constitution. Some states inexplicably require a
physical branch with an employee in the state but do not require that loan applications
be taken from the state branch. Other states require separate licensing for morigage
brokering, even if a company already has a mortgage banking license. Still other states
require separate licensing for different morntgage products.

Particularly arduous, though, are the states that have moved beyond mortgage banking
corporate licensing and now require the licensure of individual loan officers and support
staff working within a licensed mortgage banking company. These state statutes ignore
the accountability that morigage banking companies have for their loan officers and
employees due to the economic regulation of the marketplace and the periodic audits by
the states themselves. These state statutes do not recognize the rigorous background
checks, continuous training, and ongoing performance monitoring, that mortgage
banking companies put their loan officers through due to the economic regulation to
which mortgage banking companies are subject.

These laws are being promulgated with an out-dated view of the mortgage origination
process and do not recognize the various channels today’s sophisticated residential real
estate finance system has available to it in transferring national and intemational capital
to homebuyers anywhere in the country. Collectively, these state laws raise costs of
mortgage originations and threaten to dampen competition and innovation of mortgage
markets within states.

Further exacerbating the collective impact of these various state laws is the lack of
reciprocity provisions. This lack of reciprocity results in great redundancies. For
instance, a state’s reasonable requirement that a mortgage banking company’s principal
submit their fingerprints does not account for the fact that the same principal is
submitting their fingerprints to a dozen or more other states and they all end up at the
FBI. These same principals might be required to take 12 hours of continuing education
annually in multiple states, without any state recognizing the education received
elsewhere. As states require loan officer licensing, the lack of reciprocity means that
loans officers would have to submit to multiple and redundant pre-licensure training,
exams, background checks, and continuing education requirements. This is beginning
to create an untenable situation for mortgage banking companies.

The situation is made worse by the inadequate funding these state agencies receive to
process licensing applications with increasing onerous requirements. Despite this
under-funding, the mortgage banker is required to hire a person before they can be
licensed and then have them on the payroll for lengthy periods before they can perform
the job they were hired to do while, the state is slowly processing the individual’s
licensing application.
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It is important to note, that federally-chartered financial institutions that originate

mortgages are considered exempt from all of these state laws and therefore do not
share these problems.

Simply put, MBA believes mortgage bankers are different than mortgage brokers and
these difierences underscore the need for mortgage bankers and mortgage brokers to
be subject to different oversight regimes. Unfortunately, MBA does not see this
difference being reflected in licensing laws affecting mortgage bankers being
promuigated at the state level.

Organizations such as the Conference of State Bank Supervisors (CSBS) and the
American Association of Residential Mortgage Regulators (AARMR) have recognized
the problems imposed by the growing patchwork of state licensing laws and are trying to
create solutions to lessen the burdens, such as creating a universal licensing
application and a common database of licensees. MBA has been involved in these
efforts and is very supportive.

While we believe the efforts of CSBS and AARMR will have some beneficial results, we
are concemned that their effort to streamline licensure and encourage uniformity will be

ultimately stymied as they confront state laws that contradict each other, lack reciprocity
and ultimately confound conformity.

What Title V Will Do

While states have a relatively long history of requiring licensure of mortgage banking
companies, the same is not true for the mortgage brokerage industry. Mortgage
brokers are not regulated at the Federal level and it is only recently that the majority of
states begun to require licensure. This industry is in great need of licensure and Title V
offers an opportunity to do this in a reasonable manner. Mortgage brokers regularly

state in their literature that they are involved in nearly 70% of residential mortgage loans
originated.

The database created by Title V has the potential to be a great resource to regulators,
mortgage bankers, and the public. Currently, no single database of mortgage brokers
exists, and it is not necessarily easy to access the data in those states with mortgage
broker licensing laws. With the rising tide of mortgage fraud against lenders, mortgage
bankers have called for better tools that allow for sharing the names of “bad actors” who
are defrauding homebuyers and lenders, without the fear of legal action that to date has
accompanied such sharing of information. The database contemplated by Titie V could
go a long way in furthering such information sharing.

Appraisers, who are licensed and regulated at the state level, have such a database
managed by the Congressionally-appointed Appraisal Subcommittee. The database
includes actions taken against appraisers and is accessible through the internet by the
general public.
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What Title V Will Not Do

Unfortunately, though, Title V wilt do little to help mortgage bankers manage the
thickening web of burdensome state licensing laws, particular those laws that do not
recognize how the modem residential finance system operates and requires the
licensure of individual loan officers.

Under Title V, states must adhere to uniform standards of mortgage broker licensing
taws, but are not prevented from continuing to pass laws requiring the licensing of
individual loan officers of mortgage banking companies.

Therefore, the subset of the mortgage banking industry that is subject to these laws
must continue to operate in an uneven competitive field that is increasingly uneven.
Some mortgage banking companies may restructure under a Federal-charter so as to
avoid such strict licensing regime, as the Federal banking agencies do not require
licensure of individual loan officers. The mortgage banking entrepreneurial spirit will
thus be somewhat constrained, not by the realities of the marketplace, but by the force
of duplicative regulation.

MBA supports the licensing provisions under Title V, as we believe they will elevate and
standardize the mortgage brokerage licensing requirements. MBA encourages the
committee to study possible federal initiatives that will assist mortgage bankers when
dealing with state level corporate licensing laws.

Improvements to Title V

MBA is aware that some have criticized the exceptions to licensing contained within
Title V, stating the exceptions provide too many loopholes where an individual couid
easily avoid licensure, despite the fact that their primary business is mortgage
brokering.

MBA suggests the subcommittee consider elaborating upon the exemption cited in
Section 501 (b)(2)(F)(i) to make it clear that by “makes, services, buys, or sells
mortgage loans;” the statute is clearly exempting those firms that fund the loan, a key
distinction between mortgage banker and mortgage broker that | detailed earlier in my
testimony. By clearly excluding morigage banker, the statute will be clearly including all
mortgage brokers. The subcommittee may wish to examine the exemption under
Section 501(b)(2)(F)(i)iii)(V), to ensure that it does not establish such a low threshold
as to allow a mortgage broker an easy way to avoid licensure.

Creating statutes that appropriately license mortgage bankers and mortgage brokers
can be, at times, a complex issue. MBA is grappling with this complexity with regard to
state legislation and strives to be a source of information as to how states can
effectively provide oversight, without constraining markets.
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Likewise, we want to be a resource to this Subcommitiee on Title V and are willing to
work collectively, with all interests in the real estate finance system, to create oversight
mechanisms that elevate accountability, but not at the expense of efficient markets nor
accompanied by the price tag of greater complexity.

MBA appreciates the opportunity to testify today. We look forward to working with this
Subcommittee in creating a strong mortgage broker licensing requirement.
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Good morning Chairman Ney and members of the subcommittee, I am Joseph L. Falk,
Government Affairs Committee Chair and a past president of the National Association of
Mortgage Brokers (NAMB). Thank you for inviting NAMB to testify on issues relating
to licensing and registration in the mortgage industry. NAMB is here today to discuss the
need for national, minimum licensing and education standards for all mortgage
originators, and the creation of a national database of mortgage originators. We
appreciate the opportunity to address the role of the residential mortgage community and
specifically, mortgage brokers, in protecting consumers, reducing the incidence of
abusive lending, and elevating the level of professionalism throughout the mortgage
origination industry.

NAMB is the only national trade association exclusively devoted to representing the
mortgage brokerage industry. As the voice of the mortgage brokers, NAMB speaks on
behalf of more than 27,000 members in all 50 states and the District of Columbia.
NAMB offers educational courses and certification programs to mortgage professionals
to maintain their expertise. By adhering to a strict code of ethics and best lending
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practices, NAMB members guide consumers through the mortgage loan origination
process.

We are here today to discuss the need for, and impact of, national, minimum licensing
and education standards and a national database of mortgage originators to assist in
combating abusive lending. Before discussing these important topics, NAMB wants to
applaud this subcommittee for its leadership in addressing the issues relative to licensure
and/or registration of mortgage originators. In particular, we commend the bipartisan
effort of Representatives Ney and Kanjorski in introducing the Responsible Lending Act
of 2005 (HLR. 1295) (“Act”). NAMB believes that the Act is a critical step in the right
direction. We look forward to working closely with this subcommittee in further refining
this bill so that it appropriately addresses the multitude of issues surrounding licensure
and education of all mortgage originators, and includes a national database that serves as
an effective tool for consumers, regulators, and industry professionals alike.

America enjoys an all-time record rate of homeownership today. Mortgage brokers have
contributed to this achievement as we work with a large array of homebuyers and capital
sources to originate the majority of residential loans in the United States. NAMB is
committed to working with the House Financial Services Committee to ensure that
abusive lending practices do not destroy the dream or the many benefits of
homeownership for American families.

National, Minimum Licensing and Education Standards

NAMB supports efforts to expose and combat abusive lending tactics provided that these
efforts do not inadvertently diminish consumer access to affordable credit or inhibit the
ability of mortgage finance professionals to work closely with consumers throughout the
homebuying and ownership process. There are many facets in the Act designed to
combat abusive lending; our testimony today will focus only on Title V. NAMB believes
that part of the solution to successfully combat abusive lending is to require licensing and
education of all mortgage originators - not just mortgage brokers - as consumers should
be protected regardless of which distribution channel they use.

The abusive lending acts of mortgage loan originators can be divided into two categories:
intentional acts against a borrower and unintentional acts that have similar results.

Unintentional Acts

Unintentional acts include those mistakes made by a mortgage originator that result from
lack of knowledge about a loan product, the mortgage process or relevant laws and
regulations. These are mistakes that any mortgage originator can make, even those
employed by banks and other non-depository entities. The best solution to unintentional
mistakes on the part of mortgage originators is a national, minimum requirement of pre-
licensure education and continuing education. Continuing education requirements should
include studies on State laws, federal statutes, and ethics. Course material to include
standards on ethics may help fill in the gap between the legal written requirements of any
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abusive lending legislation and the intent of such legislation. The Act incorporates these
key features into its licensing provisions. NAMB appreciates the inclusion of pre-
licensure and continuing education requirements, as well as written examinations, into
the Act’s proposed licensing scheme. For the Act to serve its purpose, however, Title V
should be applicable to all mortgage originators.

Intentional Acts

Intentional acts are certainly the most grievous acts committed by mortgage originators
against consumers. An example of an intentional act is a mortgage originator using
personal financial information provided by the consumer during the mortgage loan
process illegally——in other words, using such information to commit identity theft. This
‘Act incorporates many requirements to create red-flags to consumers and impose
additional requirements for certain types of loans. Criminal background checks similarly
operate as a red-flag mechanism, providing to consumers and regulators relevant and
critical information about mortgage originators. NAMB appreciates the incorporation of
criminal background checks into the Act’s proposed licensing scheme, but again for the
Act to serve its purpose, Title V should require background checks of all mortgage
originators to bar employment when financial malfeasance is discovered.

All Mortgage Originators, Not Just Mortgage Brokers

To address the mistakes and consequences that arise from both intentional and
unintentional acts, all mortgage originators must receive education, ethics training, and
submit to a criminal background check. These three precepts form the foundation upon
which adequate and effective consumer protection measures against abusive lending can
be built. The Act’s proposed licensing scheme falls short of protecting consumers and
elevating the expertise of the industry because it fails to make the provisions applicable to
all mortgage originators. Any individual that signs a 1003 form' should be subject to
these national, minimum licensing and education standards, regardless of whether such
person is employed by a mortgage broker, a mortgage banker, an internet mortgage
originator, a consumer finance company, a mortgage lender, an entity with no net worth,
or an entity with significant financial assets. It also should not matter if there is a parent
corporation, a subsidiary corporation, a domestic company, an international owner, or
any variation of the foregoing. Creating a national, minimum standard means that it
applies equally and fairly to all distribution channels in the mortgage industry; that one
channel is not treated differently than another; that no competitor is better or worse, no
bigger or smaller; and that size and financial worth is not an accurate indicator of either
honesty or integrity. There should be no channel bias that leads consumers to believe that
one competitor is ‘better’ or ‘worse’ than another.

Model State Statute Initiative

The basic requirements of education, continuing education, ethics training, written
exams, and using criminal background checks to bar employment can be found in

! A Form 1003 is a Uniform Residential Loan Application.
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NAMB?’s ongoing work and commitment on the Model State Statute Initiative (MSSI)
that NAMB began in 2002. The MSSI has long focused on licensure, pre-licensure
education and continuing education requirements, as well as criminal background checks,
to protect consumers and to ensure mortgage originators attain a minimum level of
expertise on a state-by-state level.? NAMB has consistently believed that these
requirements should be applicable to all mortgage originators to help reduce the
incidence of abusive lending practices and improve the overall expertise of the industry.

NAMB implores Congress to embrace the concepts contained in the MSSI and create a
national, minimum standard that will ensure every single mortgage originator, regardless
of employer, is licensed and properly educated—no exceptions. Federal legislation that
affords all residents equal protection throughout the mortgage loan application process is
necessary. A federally-mandated floor for licensing and education standards that applies
to all mortgage originators, but which empowers states to strengthen, implement and
enforce such provisions for its residents, is the best means available to ensure that all
consumers, regardless of location, receive appropriate guidance and sufficient protection
throughout the mortgage loan application process. ‘

‘We commend the direction that Title V of the Act is moving, nevertheless, the potential
for fraud remains rampant when any licensing scheme fails to ensure that every person
engaged in the licensed activity is held to the same standard of education and ethical
conduct. Consumers must be secure in the fact that mortgage originators are subject to
the same or similar standards and held to the same degree of professionalism. The need
for this fair-handed and level standard of professionalism throughout the industry is even
greater given the current environment of identity theft and fraud.

Education, Criminal Background Checks and Identity Theft

Pre-licensure education and continuing education requirements are effective measures in
protecting consumers throughout the mortgage origination process. To ensure the
existence of a minimal level of expertise, all mortgage originators should receive pre-
licensure education. Mortgage originators should not only understand the features of the
loan products they sell, but also have sufficient knowledge of the laws and regulations
that govern the loan origination industry. To maintain this competency and enhance the
expertise of the industry, all mortgage originators should be required to comply with
continuing education requirements. The mortgage industry is not static and has changed
dramatically over the years. In the past five years alone, the number of loan products
available to consumers has ballooned—we no longer live in a world of only a 30-year
fixed or 5/1 adjustable rate mortgage (“ARM”). Today, loan products range from a 40-
year fixed to interest-only and 4-pay option loans. It is imperative that mortgage
originators possess up-to-date knowledge about both loan products and relevant laws as
the industry evolves.

% Through MSSI, NAMB sought to have individual state statutes enacted that would require pre-licensure
education and mandate continuing education requirements for all residential loan originators. This model
state statute would serve as a prototype for state regulators and legislatures whose states do not have such
statutes or whose states need to improve their statutes to protect and better serve the community. A copy of
the MSSI model state statute is attached hereto as Appendix A.
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While pre-licensure and continuing education requirements further ensure thata
consumer works with a knowledgeable originator, the consumer also deserves to know he
or she is not working with an individual who has been convicted of a financial crime,
such as fraud. If an originator has been convicted of a financial crime, he or she should
not be dealing with consumers and taking mortgage applications. A valuable tool for
protecting consumers from such intentional bad acts of mortgage originators is the
criminal background check. Criminal background checks create a barrier to entry into the
mortgage origination system by those convicted of financial and other crimes. Criminal
background checks conducted periodically throughout employment also ensure that an
originator who has unfettered access to sensitive financial information of consumers
continues to be licensed, educated and ethical.

Identity theft and the security of sensitive customer information, including all personal
financial information, are at the forefront of Congressional concern and efforts. Many
members have called for national legislation that would implement tighter controls
regarding the use of consumer data as well as measures to prevent these types of security
breaches. It is clear that Congress wants all business entities, both large and small, to
ensure that their customers’ personal information is secure from security breaches.
Protecting consumers from data security breaches but failing to mandate criminal
background checks of those individuals to whom consumers directly give their personal
data for consummation of a mortgage transaction creates a vast hole in any identity theft
protection measure.

NAMB supports provisions in Title V calling for criminal background checks; however,
the provision as written is applicable only to mortgage brokers. A fundamental flaw
would exist in consumer protection efforts if Congress were to require criminal
background checks for mortgage brokers, but not for others in the mortgage origination
system. Pursuant to Title V of the Act, those decrmed unfit for a state mortgage broker
license because of financial improprieties found in their criminal background check could
easily move to another mortgage originators’ operation.

Bifurcating the loan origination world into those mortgage originators that must have
criminal background checks and those that do not creates the very opportunity upon
which identity thieves thrive. Requiring a mortgage originator to submit to a criminal
background check is a key component which is vital to consumer protection in any
licensing construct. As such, any individual who signs a 1003 form should have to submit
to a criminal background check.

We are cognizant that there are differing thoughts as to what requirements should
comprise the national, minimum licensing standards and who should be subject to such
requirements. NAMB, however, stands firm in its conviction that for any licensing
requirement to be effective, serve its objectives appropriately and curtail abusive lending
practices, it must apply equally and fairly to anyone that signs a 1003 application for a
residential mortgage loan. We are concerned that exceptions to such consumer protection
measures will increase consumer confusion and vulnerability to fraud.
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Nevertheless, NAMB recognizes the oversight of federally-regulated depository
institutions by their respective federal regulators. The provisions in Title V of this Act
would exempt these federally-regulated depository institutions from the purview of its
licensing and education requirements. NAMB understands the complexities of functional
regulations under which the depository institutions operate. NAMB supports the Act’s
exemption from licensing and education requirements promulgated by the states provided
that mortgage loan originators employed (i.e., W-2 employees) by federally-regulated
depository institutions have substantially similar education, licensing and other
requirements as their state-licensed counterparts.

Nationwide Database of Mortgage Originators

In addition to national, minimum licensing standards for all mortgage originators, another
useful device for combating abusive lending is a national database of all mortgage
originators. Such a system could help track unintentional and intentional behavior of
those mortgage originators who should not be in the profession because of a weak
mortgage educational background or because they are unscrupulous actors.

NAMB supports a national database of all mortgage originators provided the following
key concepts are incorporated: (1) all mortgage loan originators should be listed; (2) any
substantiated claim must be fully adjudicated by the proper governmental entity; (3) any
database must assign all mortgage originators a permanent portable identification
number; (4) data in the database must be populated with data pulled either from state
created and maintained databases or potentially from data collected by the federal
regulators; (5) the oversight and operations of the entity operating the database must be
unbiased and not profit related; (6) the costs of the operations must be absorbed by the
government; and (7) the database must be kept compliant with national privacy laws.

All mortgage originators should be included in the national database system with no
exceptions — depository, non-depository and mortgage brokers. A database of only state-
licensed mortgage brokers would not prevent an unscrupulous actor ejected from one
state’s licensing structure from freely moving to another state to continue their
unscrupulous behavior. In addition, those ejected from the mortgage industry by a state-
licensing regulator should not be able to re-enter into the mortgage origination system
through employment by either depository or non-depository lenders. A nationwide
database applicable to all mortgage originators would serve as a deterrent for bad
behavior, whether intentional or unintentional.

Sorne may argue that only brokers should be subject to a database, along with national,
minimum licensing standards, however, including one subset of mortgage originators
does nothing more than confuse and mislead the consumer. The framework for debate
here is not one of regulation, but rather one of consumer ability to make a well-informed
decision. Consumers should be able to access and evaluate information about any
mortgage originator—be it a mortgage broker or a loan officer operating for a large
mortgage finance company—so as to make an informed decision about which one they
will work with during the mortgage application process. NAMB believes that for any
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national database of licensed individuals to be useful it should apply to every single
individual engaging in the regulated activity.

A national database must also establish a framework to facilitate regulation within the
mortgage industry; provide useful information on the licensing and regulatory status of
mortgage originators that would aid consumers in their selection of a mortgage
originator; and could include verified employment status. For example, information
submitted to the national database would be of the type that would typically be used by a
consumer when choosing a mortgage originator with whom he or she would conduct
business, such as: adjudicated claims, license status, and license history.

Lastly, NAMB believes that a viable national database would maintain an appropriate
equilibrium between the costs imposed and the benefits yielded from such a repository of
information. Of course, the operations of such a national database would require
oversight and control. This brings us to the last issue we would like to address—the need
for a Consensus Committee.

Consensus Committee

NAMB supports the concept of a Consensus Committee that would be charged with a
variety of tasks, including overseeing the national database and making proposed policy
recommendations to the Secretary of Housing and Urban Development on housing issues
such as the Real Estate Settlement Procedures Act of 1974,

We believe a Consensus Committee would be beneficial to the mortgage industry in
numerous ways. It would administer the national database system with appropriate
consumer and industry efficiencies. It would also provide a mechanism for the industry
to jointly request appropriate standards of conduct for those participating in the mortgage
industry, as well as new products that may be useful and beneficial to the market but
which need clear government compliance guidance. A Consensus Committee could also
act as a resource to various federal and state agencies and provide consultation on various
industry concerns.

Conclusion

Any legislation to curb abusive lending practices should create a national, minimum
licensing and education standard and a national database for all mortgage originators,
regardless of the distribution channel — broker, banker, lender — chosen by consumers.
Such legislation should also simultaneously encourage growth in homeownership by
ensuring continued credit availability, competition and choice for consumers. We
appreciate the opportunity to offer our views and look forward to working with this
committee to address these important issues.
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The National Association of Mortgage Brokers (NAMB) is the national trade association
representing the mortgage broker industry. With 49 state affiliates and more than 27,000
members, NAMB promotes the industry through programs and services such as education,
professional certification and government affairs representation. NAMB members subscribe to a
code of ethics and best lending practices that foster integrity, professionalism and confidentiality.

Copyright 2005, NAMB.

National Association of Morigage Brokers, 8201 Greensboro Drive, Suite 300
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National Association of Mortgage Brokers

June 2002

Dear Mortgage Professional:

Buying or financing a home is one of the largest, most complicated and vitally important decisions facing consumers
in the United States. Therefore, residential mortgage loan originators who work directly with the public should be
educated, honest and professional.

The National Association of Mortgage Brokers is proud to announce a comprehensive initiative to better serve and
protect the public through increased licensure, training and education of all residential mortgage originators. The
NAMB Model State Statute Imtxatlve is based on NAMB's firm belief that part of the solution to consumer abuse
and predatory lending is ry 1 ing and education of all residential loan originators.

NAMB is taking a proactive stance on consumer protection. This model statute serves as a model for state regulators
and legislators whose states do not have such statutes or whose states need to improve their statutes to protect and
serve the general public.

The concept has four basic tenets:

a) It should apply to all residential mortgage loan originators

b) There should be a state licensing requirement

¢) There should be a pre-Li educati i

d) There should be a continuing education requuement to maintain competency

Qur 44 state affiliates, which comprise NAMB, support this initiative and recommend that specific concepts for
licensure and education be considered based on each state's current statute(s). NAMB recognizes that some states
have aggressively monitored the industry through licensure and others have made education mandatory; whereas
other states have determined different levels of oversight to regulate the mortgage industry.

While each state is different, NAMB believes that this initiative will serve to help reduce the incidence of predatory
lending and improve the overall competency of the industry in every state. NAMB urges each state to adopt these
concepts in the best interest of the public. NAMB is committed to see this matter through to fruition and will
monitor the progress of this initiative in each state.

Our state affiliates will now lead the charge to protect through enhanced licensing, pre-licensure and
continuing education proposals to their respective state legislatures and mortgage regulators.

Thank you for your support of this proposal for State Li , Pre-li ¢ Education and Continuing Education
for all originators.

Sincerely,

Joseph L. Falk, CMC, CRMS
President
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National Association of Morigage Brokers

NAMB Model State Statute Initiative

‘Goal: To better serve and protect the public, the residential mortgage loan industry will endeavor to
license, train and educate all residential mortgage originators. NAMB firmly believes that part of the
solution to consumer abuse and predatory lending is mandatory licensing and education of all residential
loan originators.

Concept: Buying or financing a home is one of the largest, most complicated and vitally important
decisions facing consumers in the United States. Residential mortgage loan originators who work directly
with the public should be educated, honest, and professional.

Overview: NAMB is taking a proactive stance on consumer protection. NAMB seeks to have individual
state statutes enacted that require pre-licensure education and mandate continuing education requirements
for all residential loan originators. This model statute would serve as a model for state regulators and
legislators whose states do not have such statutes or whose states need to improve their statutes to protect
and serve the general public.

The concept has several basic tenets:

a) It should apply to all residential mortgage loan originators

b) There should be a state licensing requirement

¢} There should be a pre-licensure education requirement

d) There should be a continuing educations requirement to maintain competency

NAMB believes that such an initiative will serve to help reduce the incidence of predatory lending and
improve the overall competency of the industry. NAMB urges each state to adopt these concepts in the
best interest of the public. NAMB is committed to see this matter through fruition and will monitor the
progress of this initiative in each state.

All residential mortgage loan originators should have formal training and should be tested on their
knowledge of matters including financial analysis, ethics, federal and state disclosures, real estate law,
and mathematical computations germane to real estate and mortgage lending prior to contact with the
public. Residential Mortgage Loan Originators should be well qualified before they work with
hemeowners on mortgaging or financing their most valuable asset.

For this reason, NAMB recommends and supports a standardization of education and experience for
every person who holds themselves out to the public to be a Residential Mortgage Loan Originator.
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Licensing Overview

We believe that each state should enact a licensing requirement for all residential mortgage loan
originators, The requirements for licensure should encompass all residential mortgage loan originators
and all owners or responsible individuals of residential mortgage loan entities.*

Residential Mortgage Loan Officer Shall be defined as any individual who, for compensation or gain,
takes or receives a mortgage application, assembles information, and prepares paperwork, and
documentation necessary for obtaining a residential mortgage loan, or arranges for a conditional mortgage
Joan commitment between a borrower and a lender, or arranges for a residential loan commitment from a
lender. Residential Mortgage Loan Officers also include an employee who solicits financial and
mortgage information from the public for sale to another residential mortgage broker.

Principal Mortgage Owners/ Responsible Individual Defined as the owner, or managing general partner,
or responsible individual, or any Officer, or stock holder, who holds themselves out to be the party
accountable for residential mortgage loan originations or branch mortgage operations, with in the state, and/or
the person in direct management of residential mortgage loan origination.

Exempt Any individuals who do not deal (i.e. negotiate interest rates, loan programs, offer loan locks,
loan commitments) directly with borrowers. This includes persons who complete incidental services in
arranging or procuring a mortgage loan, including administrative staff wherein their primary function is
the verification of data provided by the borrower, assembly of documents and coordination of third party
services such as ordering an appraisal, title report or credit reports.

Anyone who deals directly with a consumer and reviews, analyzes, evaluates a proposed borrowers
financial statements, income, property characteristics and credit history should obtain a license.

Licensing Requirements

To obtain a state license to become a residential mortgage loan originator, the following concepts should
be adopted:

1. A written application for licensure must be required. The application should require an attestation by
the applicant as to the applicant’s experience and knowledge of the mortgage industry.

. 2. The applicant should submit to a background investigation of, at a minimum, criminal records, and
employment history.

* No individual should be licensed who has had a license, or the equivalent, to practice any
profession or occupation revoked, suspended or otherwise who has acted beyond legal limits.

¢ No person should be licensed who has been convicted of acts against society that could be
deemed ‘moral turpitude’. Such acts where licenses should be denied must include duties owed
by licensees to the public including acts contrary to justice and the doctrine of “fair dealing”,
honesty, principle or good business morals. This includes, but is not limited to theft, extortion,
use of the mail to obtain property under false pretenses, tax evasion and the sale of, or the intent
to sell controlled substances.

* The licensee should provide evidence that they have managed their business and personal
financial affairs with care and diligence.
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3. A first time Residential Mortgage Loan Officer Licensee Applicant shall provide a ce(tiﬁcat‘e of
satisfactory completion of a course of study, as defined by the state, consisting of the subjects listed
below.,

4. A Principal Mortgage Lending Entity/Owner/Responsible party Licensee Applicant shgll provide a
certificate of satisfactory completion of a course of study, as defined by the state, consisting of course
work from the subjects listed below.!

5. A Licensee Applicant shall pass an examination of the applicant’s knowledge after items 1-4above
have been completed.

6. Licenses shall be valid for a two-year period. Upon expiration of the two-year period, the licensee
should submit an application for renewal to the appropriate licensing authority. The renewal
application should, at a minimum, include evidence of completion of continuing education courses, as
described below.

7. The licensing authority should have the authority to request additional information from the Licensee
Applicant to support statements made on the application or dispute matiers discovered through
investigation.

8. All initial applicants shall submit a finger print card, which shall be forwarded to the local
Department of Public Safety and/or FBI for a records check.

9. The Licensee Applicant shall pay sufficient fees to pay for Licensing Authorities’ costs of processing
the license application and investigations.

10. Upon receipt of a Residential Mortgage Loan Officers license, the licensee shall immediately deliver
the license to his/her employing broker. Upon termination of employment of a Residential Mortgage
Loan Officer, the license shall be transferred to a new employing broker and the regulating authority
should be notified. If the Residential Mortgage Loan Officer does not have a new employing broker,
the license shall be returned to the Licensing Authority with an explanation or the reasons for
termination,

11. The appropriate state regulatory authorities should maintain state licensing or registration records.
Grandfathered Persons

Every Residential Mortgage Loan Officer, currently registered, licensed or otherwise employed in the
mortgage industry immediately preceding enactment of this initiative shall be permitted to continue
employment as a Residential Mortgage Loan Officer. Each current originator shall be required to meet all
of the necessary elements of licensure at the next renewal period specified by state law.

Unless provided for in state law, every Principal Residential Mortgage Lending Entity or Owner,
currently licensed immediately preceding enactment of this initiative shall be permitted to maintain their
license and position. Each current Principal Residential Mortgage Lending Entity/Owner shall be required
to meet all of the necessary elements of licensure at the next renewal period specified in the state law.

! Based upon the experience of many mortgage brokers, the educational requirement should be greater than that
required of Residential Loan Officers.
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Pre-Licensing Education
Al persons making an initial application for licensing must:

a) Attend educational courses, determined by the state, when applying for a Residential Loan Officer
license;

b) Attend educational courses, determined by the state, when applying for a Principal Mortgage Owner
license;

¢) Pass a test of core competencies;

d) Receive a certificate of completion from the school or organization that provided courses.

Each State or Licensing Authority should, with the assistance of the local morigage professionals,
establish review and approve curriculum sufficient to establish a baseline of knowledge for licensees.

Recommended Course Curriculum Pre-licensure course curriculum may include:

Federal Lending Laws;

Ethics, Diversity and Sensitivity;

Practices of Residential Lending.

Real Estate and Mortgage Mathematics;

Escrow Procedures, Title Insurance and Loan Settlement;
Appraisals and Land Survey;

Loan Processing and Loan Underwriting Process;
Secondary Mortgage Market;

Loan Default and Foreclosure Law;

State Statutes and Rules.

P e A TP

Continuing Education Requirements

Every residential mortgage originator, whether a Residential Loan Officer or Principal Mortgage Owner,
shall, upon renewal of an existing license, submit proof of satisfactory completion of a course of study.

Subjects may include:

a) Federal and State Lending Law;

b) Local Rules and Regulations;

¢) Ethics and Professional Standards;

d) General Real Estate or General Financial Studies;
€) Product Update;

f) Personal Development;

g) Diversity Training.

Continuing education courses may be offered through classroom instruction, electronic transmission, or
distance learning. Qualifying hours may be obtained by attendance at a locally chartered real estate or
mortgage business school, accredited college, university or community college, or vocational school or
other institution approved by the state licensing agency.

The licensee should receive a completion certificate that such hours have been successfully completed.
Licensees shall submit the appropriate completion certificate(s) with the license renewal form.
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Conclusion

1t is the intent of this initiative to engage measures to reduce the incidence of predatory lending and to
raise the standards for those persons who interact with the public in the area of home financing. Every
Residential Loan Originator should be licensed, responsible and accountable for his or her actions when
working with the public. We at NAMB believe that establishing minimum educational requirements as
well as requiring continuing education will substantially increase each Residential Loan Originator’s
awareness of their responsibility and duty to give consumers fair and honest service. It may be desirable
for each state to consider establishing a mortgage oversight board to assist the commissioner with up-to-
date material for pre-licensing and continuing educational courses.

*This initiative contemplates using the words ‘license’ and ‘registration’ interchangeably. We leave to
the States to determine if this process includes an individual license, permit or an aggregated corporate
registration methodology, so long as both aspects of educational requirements are maintained and
criminal background investigations and prohibitions are maintained. If a corporate registration of all
originators is contemplated, it should require ‘employee’ status and a bonding requirement should be
considered. It is understood that if such a corporate methodology is utilized, paragraph 10 under
Licensing Requirements is not applicable.
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Recommended Course Curriculum

Pre-licensure course curriculum may include:

1. Federal Lending Laws. Licensees should develop competencies in matters of federal mortgage
statutes, which may include:

a) Regulation Z, Truth in Lending Act;

b) Real Estate Settlement Procedures Act (RESPAY;
¢) Regulation B, the Equal Credit Opportunity Act;
d) Regulation C, the Home Mortgage Disclosure Act;
e) National Flood Insurance Act;

f) Fair Credit Reporting Act;

g) Federal Trade Commission rules concerning advertising for credit;
h) Servicing Transfer Act;

i) Privacy Act;

j) Consumer Protection Act;

k) Community Reinvestment Act.

1. Ethics, Diversity and Sensitivity. Licensees should be able to discuss the canons of:

a) Fair Housing Act;

b) Emerging Markets;

¢) Redlining and Block-busting;

d) Ethical practices of mortgage lending.

II1. Practices of Residential Lending. Licensees shall develop competencies in the subjects of:

a) Evolution of Residential Lending in the United States

b) The role of Government Sponsored Enterprises (GSE’s)

¢) Federal National Mortgage Association

d) Government National Mortgage Association

¢) Federal Home Loan Mortgage Corporation

f) Federal Housing Administration

g) Veteran’s Administration

h) Farmers Home Administration

i) Private Mortgage Insurance Industry Principles of Mortgage Lending, including but not limited to:
j) Assisting consumers in selection of loan programs including adjustable rate loans;

k) Evaluating the relationship between discount points and interest rates;

1) Describing the costs of originating a mortgage loan;

m) Preparing and discussing the required state and federal disclosures with a consumer;

n) Interpreting and discussing loan contingencies and covenants with the consumer;

o) Explaining the Joan commitment issued by a lender;

p) Reading and understanding a real estate contract as it relates to financing of real property;
q) Identifying methods of holding title to real estate and discuss options with the consumer;
1) Describing the advantages of primary and subordinated financing options;

s} Explaining and preparing a Good Faith Estimate of costs for a consumer.
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IV. Real Estate and Mortgage Mathematics. Licensees should develop competencies in basic
mathematics.

The licensee should have the basic skills to:

a) Calculate gross and net loan amounts to satisfy a consumers loan request;

b) manually prepare a2 Good Faith Estimate of costs and Truth in Lending statement;

c) calculate and analyze ratios of mortgage payment-to-income;

d) calculate the ratio of total obligations-to-income to determine loan acceptability;

e) analyze income tax returns for self-employed borrowers to confirm sufficient income;
f) calculate loan to value ratios;

g) calculate origination fees, yield spread premiums and discount points;

h) calculate prorations for real estate taxes and insurance amounts for the reserve account;
i) calculate rate changes on adjustable rate mortgages;

j) convert hourly and weekly salaries to monthly income to compute ratios;

k) determine that the consumer has sufficient funds for closing;

1) calculate monthly principal and interest payments and the amortization of a loan;

m) calculate per diem interest amounts;

n) manually calculate the Annual Percentage Rate

o) describe the theory of Time Value of Money and the impact on the financing contract.

V. Escrow Procedures, Title Insurance and Loan Settlement. Licensees should develop competencies
in matters of closing forms and the closing process. The licensee should be able to explain the documents
and process so that the borrower fully understands what is taking place.

The documents to be explained include, but are not limited to:

a} the mortgage note and its provisions for default, the lenders rights and the borrowers rights;

b) the security agreement, (mortgage or deed of trust), including each of the covenants and conditions;
c) the HUD-1 closing statement and its relationship to the Good Faith Estimate of Costs;

d) the Good Faith Estimate of costs and final Truth in Lending statement;

) the consumers right of rescission.

f) the purpose and cost of lenders title insurance;
g) the purpose and cost of owners title insurance;
h) title examination;

i) title abstract;

j) lien theory;

k) Schedule “B” exceptions to title insurance

VI. Appraisals and Land Survey. The licensee should be able to describe:

The three methods of valuation, including:
® cost approach;

e market approach;

e income Approach;

a) the theory of economic obsolescence;
b) the theory of functional obsolescence;
c) the theory of depreciation;

d) the theory of depletion;
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e) the Rectangular Survey System;

f) the method of legal identification of real property in their state;
g) calculate the number of acres in a given area;

h) calculate the number of square feet in a given area.

The licensee should be able to understand and communicate with the borrower the purpose and process of
the appraisal, the survey, title insurance, restrictive covenants, deed restrictions, and encroachments and

pest inspections.

VIL. Loan Processing and Loan Underwriting Process. Licensees should study the subjects of loan
processing and underwriting. After study in this section, the licensee should be able to:

a) prepare, explain, and execute a business agreement with the consumer;

b) demonstrate the ability to understand and explain an FNMA 1003 mortgage application;

¢) explain requirements for determining if the property, income and credit of borrower fit the loan
offerings available through the licensee.

The licensee should have the knowledge to collect the necessary exhibits anticipated for:
a) underwriting contingencies;

b) understanding the procedures and requirements for issuing adverse action notices;
¢) assembling for submission an entire loan package for underwriting,

d) evaluation of an appraisers conclusions.

The licensee should also have a basic knowledge of:

a) negotiating a rate lock;

b) investigation and confirmation of application data;

c) arranging for a property inspection;

d) evaluating and reviewing a title insurance policy;

€) owner’s versus mortgagee’s title insurance policies;

f) the function and operation of private mortgage insurance and knowing when it is required;
g) when private mortgage insurance can be canceled;

h) the meaning of the terms novation, assumption, and “subject to the mortgage™;

i) release of liability.

The licensee should be able to demonstrate an understanding of the basics concepts of:
a) fixed versus variable rate mortgage loans;

b) negative and positive amortization principles;

c) graduated payment mortgages;

d) reverse mortgages;

€) shared appreciation mortgages;

f) bi-weekly mortgages;

g) temporary and permanent interest rate “buy-downs”;

h) the concept of a wraparound mortgage.
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VHIL Secondary Mortgage Market. Licensees should study the process of the secondary market. The
licensee should be able to describe:

a) how interest rate markets are established;

b) interest rate risks;

c) the theory of “yield spread premiums™;

d) the theoryand process by which loans are sold;

€) the theory and purpose of a loan purchase commitment;

f) FNMA and FHLMC standard eligibility requirements;

g) the function and method of operation of FNMA, GNMA and FHLMC;

h) the method and marketing aspects of a GNMA mortgage-backed pass-through security;
i) the theory of “service release premiums”.

The licensee should also be able to explain the basic functions of;
a) mortgage servicing;

b) collections;

¢) remittance of payments;

d) escrow accounts for taxes and insurance;

¢) payoffs;

f) assumptions;

g) the transfer of servicing rights.

IX. Loan Default and Foreclosure Law. Lic should study Foreclosure Law. Licensees should be
able to describe:

a) the type of foreclosure law most frequently used in their state;

b) the legal process of a judicial foreclosure;

c) the legal process of a trustee’s sale and how it differs from a judicial foreclosure;
d) the borrower’s rights of reinstatement;

¢) the borrower’s right of redemption;

f) the legal process of a forfeiture of equitable title;

g) the effects of subordinate liens after foreclosure;

h) the effects of mechanics and materialmens’ liens;

i) the process of tax lien sales.

X. State Statutes and Rules. Licensees should study of State and local law. Licensees should be able to
identify:
a) minimum record keeping requirements;
b) record retention requirements;
¢) minimum requirements for licensing;
d) the process for examination of a licensees records;
¢€) standards for accounting;
f) standards for maintaining Trust Funds;
g) minimum net worth requirements;
h) minimum bonding requirements;
i) local disclosure requirements;
i) contracts and written agreements with consumers;
k) minimum requirements for supervision of employees;
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National Association of Mortgage Brokers

The National Voice of the Mortgage Broker

Established in 1972, the National Association of Mortgage Brokers (NAMB) is the national trade
association representing the mortgage broker industry. With 49 state affiliates, and more than
27,000 members, NAMB promotes the industry through programs and services such as
education, professional certification and government affairs representation. NAMB members
subscribe to a code of ethics and best lending practices that foster integrity, professionalism and
confidentiality.

A mortgage broker is an independent real estate financing professional who specializes in the
origination of residential and/or commercial mortgages. There are approximately 33,000 active
mortgage broker operations across the nation that employ an estimated 240,000 people and
originate 65% of all residential loans in the U.S.

A mortgage broker is also an independent contractor who markets and originates loans offered
by several wholesale lenders. By offering superior market expertise, and direct access to many
different loan programs, a mortgage broker provides the consumer the most efficient and cost-
effective method of obtaining a mortgage that fits the consumer's financial goals and
circumstances. Mortgage brokers originate more mortgages than any other single loan source
group in this nation.

The brokerage industry plays a significant role in the mortgage lending process and American
economy, increasing competition and driving down costs. The expansive mortgage broker
network allows loan wholesalers of all sizes to immediately gain a national presence without
incurring the great expense of national advertising and maintenance of branch offices.

The mortgage broker industry is regulated by 10 federal laws, five federal enforcement agencies
and over 45 state laws or licensing boards. Additionally, brokers typically have some type of
Quality Control requirements and NAMB members also adhere to a strict Code of Ethics and
best lending practices.
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September 29, 2005

Mr. Chairman and members of the Committee, my name is Stephen Hailer. Tam
president and CEO of the North Akron Savings Bank in Akron, Ohio. 1am also vice
chairman of the American Bankers Association’s Housing and Federal Home Loan Bank
Committee. ABA, on behalf of the more than two million men and women who work in the
nation’s banks, brings together all categories of banking mstitutions to best represent the
interests of this rapidly changing industry. Its membership ~ which includes community,
regional and money center banks and holding companies, as well as savings associations, trust
companies and savings banks ~ makes ABA the largest banking trade association in the

country.

T am pleased to be here today to present the views of ABA on Title V of H.R. 1295,
the Responsible Lending Act. Title V would establish licensing requirements and minimal
federal requirements for independent mortgage brokers and, among other things, require

background checks and continuing education of independent brokers. Section 503 of HR.

1295 defines a mortgage broker as “a person who engages for compensation, either directly

AMERICAN BANKERS ASSOCIATION 2
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or indirectly, in the acceptance of applications for mortgage loans for others, solicitation of
mortgage loans on bebalf of botrowers, or negotiation of terms or conditions of loans on
behalf of borrowers or lenders.” Section 501 would not apply to brokers who perform work
for banks ot an affiliate of a bank, including those who fund, underwrite, service, or sell

mortgage loans.

In particular, I would like to make three points in my testimony:

1. High Ethical Standards Benefit Everyone
Ensuting that consumers are treated fairly and receive high quality services is clearly
in the interest of the entire mortgage industry, which depends upon the trust and patronage

of homebuyers.

I1. Banks are Subject to Rigorous Enforcement

The entire mortgage lending process performed by banks and their representatives is
subject to a sophisticated umbrella of federal Jaws and regulations. The banking industry is
subject to tigorous government oversight and examination. No comparable regulatory

regime exists for independent mortgage brokers.

HI. Extending Protections Already Required of Banks Makes Sense
Section 501 of H.R. 1295, which would create federal standards and licensing
requirements for independent mortgage brokers, represents a practical means of extending

existing protections for consumers beyond lenders.

AMERICAN BANKERS ASSOCIATION 3
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ABA believes that practices that deceive, defraud, or otherwise take unfair advantage
of consumets ate predatory, and have no place in our financial system. Existing laws against
these practices should be rigorously enforced. Practices that ate routinely criticized — such as
guaranteeing the borrower one loan rate and putting a second, higher tate in 2 mortgage
contract are reprehensible — and are already illegal. ABA believes all parties to the home-
buying process, whether independent or associated with a bank, should act responsibly and be
held accountable when they do not do so. Therefore, ABA supports minimal federal

requirements for independent mortgage brokers.

I. High Ethical Standards Benefit Everyone
The success or failure of any business depends upon the satisfaction of its customers.
Mortgage lending is a vast enterprise, which requires the coordination of several layers of

professionals throughout the process of issuing a home loan.

‘The U.S. mortgage market is more competitive than ever. Consumers have hundreds
of lenders to choose from and even more brokers competing for their business. Reputation
plays a large role in deciding which brokers succeed over the long-term. The damage caused
by deceptive or unscrupulous sales practices extends beyond the consumer who is ditectly
targeted. News and government reports of bad actors can destroy whole businesses and ruin
reputations. In contrast, ethical and efficient brokers attract more customers and generate

more business for themselves and lenders.

AMERICAN BANKERS ASSOCIATION 4



75

Mortgage brokers are a critical part of the home lending matket because they account
for a substantial percentage of all mortgage contracts — neatly two-thirds — and, next to real
estate brokers, are likely the first person a homebuyer contacts afier deciding to purchase a
home. Mortgage brokers often serve as guides to the process of buying a home, providing
important information to consumers about down payments, loan terms, and the mortgage-
closing process. Brokers who wotk on behalf of banks frequently present buyers with
customized packaged services, while independent mortgage brokers will “shop” mortgage
prices and rates offered by a host of potential lenders. Regardless of the lender, brokers are
responsible for fulfilling an essential job in the home-buying process: they bring buyers and

lenders together. Only the highest ethical standards can preserve this vital relationship.

II. Banks are Subject to Rigorous Enforcement

Banks and the activities of mortgage brokers who act on banks’ behalf are heavily
regulated and thoroughly examined fot compliance with a host of federal laws and
regulations. Because banks are subject to, and examined regularly for, compliance with a
wide range of laws and regulations, they must hold all their employees and representatives to
high standards. Banks are subject to the Truth in Lending Act, Home Mortgage Disclosure
Act, the Equal Credit Opportunity Act, RESPA, and the Fair Lending Act, among other laws.
Federal law contains numerous disclosure requirements relating to mortgage loans generally,
and especially so-called high-cost loans. Additionally, continually updated regulatory guidance

is enforced by a panoply of federal agencies.

AMERICAN BANKERS ASSOCIATION 5
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A bank’s Hability for violations, which continues after consummation of the loan,
provides an effective deterrent of unscrupulous behavior and the means to quickly detect
outliers. Banks have an ongoing interest in ensuring that the loans made by their employees
or contractors are fair, reasonable, and legitimate. In most instances, an ongoing financial
interest also exists — the bank will either hold the loan in portfolio or sell it into the secondary
market and could be subject to recourse should the loan quality deteriorate, In all instances,
banks have a regulatory and reputational interest — their examiners will review their loan
practices and hold them accountable for any violations of the many laws to which they are

subject.

Independent mortgage brokers are not subject to the breadth of consumer
protection law and regulations with which banks must comply and, importanty, a regulatory
system does not exist to examine them for compliance even with those laws, such as RESPA,
which do apply to them. Tn addition, because of the nature of their jobs, independent
brokers may not have the same level of ongoing interest in the quality of the loan they
process. Once the loan closes, and they are paid, they have no further financial interest in the
loan or obligation to the borrower, although most want to preserve their reputation for long-

term relationships.

To help flustrate the extent to which banks are examined for compliance with
consumer protection laws, the Pederal Deposit Insurance Corporation (FDIC) issues a 49-
page examination manual to its examiners evaluating bank compliance with the Truth in

Lending Act (TILA). The examination manual lists step-by-step procedures to evahuate bank

AMERICAN BANKERS ASSOCIATION 6
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compliance with every aspect of TILA, instructing examiners to inspect the dating of loan
documents, signatures, annual percentage rates “within the allowed tolerance of 1/8 of 1
percent fot regular transactions,” and other mandatory disclosures. Banks are well aware of

these requitements and actively train their employees and representatives for full compliance.

TILA requites banks to provide disclosures to applicants and borrowers disclosures
about important terms in an easy to read format at different times in the mortgage process.
Good faith estimates of these terms must be provided within three days of application. Final
disclosures must be provided before the loan is consummated. Special “eatly” disclosures are
required for home equity lines of credit. Failure to provide proper disclosures can mean
significant potential liability for the creditor. In additon to damages and statutory damages,
this liability may include loss of any security interest and the refund of all interest and other

fees paid up to three yeats.

Banks, savings associations and credit unions are also subject to the Home Mortgage
Disclosure Act (HMDA). They must report certain information on home mortgage loans
that they originate, purchase or refinance. However, independent brokers are not required to
report any information on the mortgage applications that they process, as insured depository
institutions must. Not only must depository institations report under HMDA, but bank
examiners regularly inspect the institution’s loan files to determine whether the HMDA
reporting was done correctly and also to teview the loans for possible fair lending violations,
if the institution’s HMDA numbers reveal unexplained disparities in lending, denials, pricing

and other reported information.

AMERICAN BANKERS ASSOCIATION 7



78

Independent mostgage brokers, though not as heavily regulated, play a vital role in the
mortgage lending industry. Many banks rely on brokers as theit retail outlet. It is essential
that all brokers be honest, trustworthy, and reliable. While some may seck to bring all
participants in the lending process into a strict examination and compliance regime
(expanding coverage and enforcement of many existing laws even to those who do not fund
loans), we recognize that doing so would be expensive and would require significantly

enhanced governmental resources.

1. Extending Protections Already Required of Banks Makes Sense

Title V of H.R. 1295 would address the present regulatory gap in current consumer
protection law in a minimally obtrusive manner by requiring that independent brokers comply
with minimum licensing requirements under eithet state or federal law and that a database of
licensed brokers be created to allow consumers to gain useful information on any broker they
may consider using, Forty-five states already requite licensing of independent mortgage
brokers. Uniform protections would help to ensute that ali consumers are dealing with
honest, fair, and trustworthy loan professionals. Licensing and the creation of a publicly
available nationwide database would allow consumers to have a degree of confidence that the
broker they are dealing with has met minimum standards of education and training, and

would let them see if the broker has any criminal record.

We believe the licensing of independent brokers is a rational step toward better

consumer protection. Additionally, it would enhance lenders’ ability to screen brokers they

AMERICAN BANKERS ASSOCIATION 8
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may seek to employ, further ensuring that lenders and consumers deal only with Jegiumate

brokers.

Thank you. Iwould be happy to answer any questions you may have.

AMERICAN BANKERS ASSOCIATION
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Chairman Ney, Mrs, Waters, Members of the Committee, thank you for inviting me here
to testify today regarding mortgage brokers, predatory lending and appropriate federal and state
regulations. I am the Director of Mountain State Justice, a non-profit legal services program' in
Charleston, West Virginia which exclusively represents low income people at no cost to them.
We have a very active caseload of low income homeowners who are the victims of predatory
lending and are in danger of losing their homes because of the unscrupulous and illegal practices
of mortgage brokers, mortgage lenders and servicers.

My primary purpose in coming here today is to convince you and your colleagues to pass
only legislation which safeguards existing state law currently employed to save homes from
foreclosure due to predatory lending. While we would also be happy to see Congress pass
legislation which effectively limited the explosion of home equity theft, our first message to you
is “Don’t deplete the existing remedies we have to save homes.” Passage of Title V of H.R.
1295 would strip away effective remedies against unscrupulous mortgage brokers, without
replacing it with any meaningful protectiens. The result would be a damaging increase in
foreclosures of homes.

In this written testimony I will first explain the importance of state laws in our efforts to
save homes put at risk by the fraudulent and unconscionable practices of mortgage originators.
Then, I will explain how the current language of Title V of H.R. 1295 would increase predatory
lending, causing the loss of more equity and homes. In the last section of this written testimony, I
will respond to the questions posed in the written invitation by Chairman Ney.

The Importance of State Law Remedies in Protecting Homeowners from Broker Abuse

In my practice at Mountain State Justice we currently represent more than 600
homeowners in 60 predatory mortgage cases.” In these cases it is the state laws that give
homeowners the protection from predatory mortgage brokers. In West Virginia, there are a
number of significant consumer protections applicable to mortgage loans originated by brokers.
Title V of HR 1295 would appear to preempt West Virginia protections for homeowners against
overreaching and abusive broker activities including:’

Mountain State Justice is privately funded, largely through attorneys’ fees carned by the staff through the
representation of its-low income clients. I have been the Director of the program since its inception in 1996.
Previously I was the Directing Attorney of Appalachian Research and Defense Fund of West Virginia, a legal
services program with which [ was affiliated since 1971, Asa legal services attorney for over thirty years, I have
handled thousands of cases representing low income people in West Virginia. During this time, in addition to &
significant consumer {aw practice, 1 have also worked on cases involving education funding, institutional conditions,
mental health services, juvenile justice issues and worker safety.

2 . . o
Currently, there are approximately fifty-five individual cases and five group cases in my consumer law
practice.

3Sec. 501(b)(2).
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. Brokering a loan in excess of the market value of the home;*

. Brokering a non-amortizing loan;’

. Prohibiting brokers from participating in compensation arrangements with
appraisers which influence independent judgment;®

. Brokering an unconscionable loan, i.e., one without economic benefit to an
unsophisticated consumer;’

. Limitations on exorbitant broker fees which prohibit combined fees (all points and

fees except unrelated third party closing costs) of more 5% without a yield spread
premium, or 6% with a yield spread premium;?

. Brokering a real estate loan which includes a security interest in an unattached
mobile home;’

. Brokering a loan with excessive closing attorneys fees, and duplicative
broker/lender fees;'®

. Brokering a loan in which the borrower was asked to sign loan documents with

blanks to be filled in after consummation.!!

These restrictions are among other statutory and common law limits on broker activities
which have in the last few years weeded out, to some extent, the most exploitive brokers in the
state. There is still much work to be done to protect homeowners from wrongful broker activities,
but these enforcement actions are currently only available through the state law. Title V of H.R.
1295 threatens to cripple our abilities to protect homeowners.

State law remedies are especially important because of the lack of meaningful
enforcement of existing federal laws. There is a prohibition against unfair and deceptive practices
in Section 5 of the FTC Act.'? In the 1970s, one of the worst abuses facing homeowners was the
problem caused by door to door home improvement salesmen who would sign people up for high

‘W .V, Code Section 31-17-8(m)(8).
SW.V. Code Section 31-17-8(m)}(7).
‘W.V. Code Section 31-17-8{m)(2).
"W.V. Codes Section 46A-2-121.
SW.V. Code Section 31-17-8(m)(4).
"W.V. Code Section 31-17-8(m)(5).
%W .V. Code Section 31-17-8(m)(1).
"W V. Code Section 31-17-8(j)(6).
1215 U.5.C. Section 45,
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cost home secured loans even when work was either shoddy or not done at all.” We made
numerous requests to the FTC for assistance in limiting the abuses in this industry. I even
brought suit against the FTC to secure enforcement of their own prohibition against unfair and
deceptive trade practices (there is no private right of action under this federal prohibition).
Despite these repeated attempts, we were unsuccessful. The FTC simply lacks the resources to do
anything significant on individual cases. So we turned to the courts for redress. During my 35
years of representing defrauded homeowners, thousands of homes have been saved from the
foreclosure sale in West Virginia primarily through the application of state law.

A few examples of the importance of state law claims in saving homes, or equity, after
unscrupulous mortgage brokers have victimized homeowners, include:

. Ms. S.S., an elderly widow from Huntington, West Virginia. was flipped seven times by
the same broker in a period of ten years. On every single occasion the loan was based on
an increased — and fraudulent — appraisal, new fees and closing costs adding to the
principal of the loan. Each refinancing became less affordable to Mrs. S.S., until the final
loan called for payments completely beyond her means. Action against the mortgage
broker and the lender, using state law claims including unconscionable inducement, as
well as the failure to comply with other state law requirements on brokers. The resolution
of the case allowed Ms. S.S. to keep her home free of all liens, in addition to receiving a
cash settlement.

. An elderly Parkersburg woman named Mrs. H. was solicited by a broker who promised a
mortgage loan that would lower her monthly payments. The broker charged fees far in
excess of the statutory maximum, and lent her more than her house was worth. Mrs. H,
pursued the action successfully on behalf of a class of 115 similar loans based on state
law claims of making a loan in excess of the market value of the home and charging
excess broker fees. Mrs, H was able to keep her home free of all liens and the excess
broker fees are being returned to all the homeowners in the class.

. Mr. and Mrs. A, from Blueficld, West Virginia, ages 79 and 81, owned the home in
which they had raised seven children free of all liens. He was disabled miner after a
lifetime of working in the mines. She was still working in a bakery. They were solicited
by a broker to take out a loan to pay off a few bills. The broker obtained a bogus appraisal
of $69,000 on a home worth less than $10,000 to secure a loan Mr. and Mrs. A could not
possibly afford. They were foreclosed upon and forced out of their home. The case is in
litigation with pending state claims including brokering a loan in excess of the market
value of the home and failure to make broker disclosures. The resolution will result in the
return of the home.

Please do not confuse my statements regarding the importance of state laws and the need

PThe aluminum siding salesmen of the 1970s are the Ioan brokers of today.
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for improved enforcement of existing federal law into anything other than a strong endorsement
for improved substantive laws to address predatory lending. Unfortunately, no amount of
enforcement of existing laws will change the underlying dynamics of the mortgage market, which
provide sufficient enticements to encourage the continued pillaging of the home equity of
unsophisticated homeowners. Congressional changes to the intricate interplay of federal and state
regulation of the mortgage industry created the current mess — strong new federal laws are
necessary to undue this damage. Unfortunately, H.R. 1295, in its entirety, or just Title V, would
exacerbate the problem of predatory lending.

The problem of abusive home lending is now much greater than it has ever been in the
past because of the exploitations caused by the proliferation of free market commissioned
compensated loan brokers. These broker misrepresentation-induced loans replace local bank
loans with fair terms and little risk of home loss. Some brokers routinely lead homeowners into
loans with promises of savings that seldom materialize. The problem is that ncither the
marketplace, nor the combined effect of federal and state laws, create incentives to brokers to
make loans that are performing and fair.

Passage of Title V of H.R. 1295 would increase predatory lending, causing the loss of more
equity and homes.

Title V of H.R. 12935 is not a consumer protection provision. Instead, it appears that it
would:

—

Preempt protective state law provisions limiting mortgage broker activities;

2. Exempt from coverage under Title V’s provisions the majority of all morigage
brokers;
3. Fail to apply any meaningful protections even for those few mortgage brokers to

whom it would be applicable.

Preemption of State Laws. As currently written, Title V of H.R. 1295 appears to
preempt state laws which regulate mortgage brokers. All requirements on mortgage brokers
appear to be eliminated because of the bill’s basic premise ~ that each state law must be uniform
with the requirements in this federal bill."*

The requirement for uniformity appears to leave states little room for additional
protections or requirements. A parsing of the requirements of Title V of HL.R. 1295 appears to
provide that the rules applicable to mortgage brokers in a state that does not have an entirely

“The word “uniform” means identical, The dictionary definition for uniform is: 1) Always the same, as in
character or degree; unvarying; 2) Conforming to one principle, standard, or rule; consistent; 3) Being the same as or
consenant with another or others; 4) Unvaried in texture, color, or design.
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uniform law would be preempted.’s It thus appears that any state law that used the federal law as
a floor, but added more, substantive protections, would be preempted.

Exemption of Most Mortgage Brokers. At the same time, Title V appears to exempt
the huge majority of mortgage brokers even from the minimal regulation that is applicable under
the uniformity standard in the title. There is a long list of persons and entities which are
exempted altogether from regulation under the uniform state laws and their federal counterpart:

. Most significantly, any person who is a creditor under the Truth in Lending Act and
makes more than $1,000,000 in loans per year, which covers almost any mortgage
broker who might otherwise not already be exempted. This essentially permits brokers to
avoid all state and federal regulation simply by table funding a few loans a year (closing
Ioans in their own name with immediate sale). Some brokers now use this approach.

. Not only are all banks, savings and loans, and credit unions exempted,'® but so are
their subsidiaries and affiliates. This is a significant extension of the preemption rules
currently applicable to federally chartered financial institutions, which are generally
limited to the preemption of state laws for the institutions themselves and their operating
subsidiaries. Allowing affiliates — which are not subject to any other state or federal
regulation — to be exempt from the rules leaves those institutions and their employees
completely unregulated.

¥ This conclusion is gleaned from reading the following subsections of Title V together:

The Federal mortgage broker requirements established pursuant to this
title shall apply only with respect to state that, upon expiration of the 3-year
period beginning on the date of the enactment of this Act, have not enacted and
do not have in effect uniform state laws and regulations described in
subsection (b}. (Emphasis added.)

Sec. 501(a).

If, at any time, the Secretary determines that a State no longer has in
effect laws and regulations described in subsection (a) or the unif ity
necessary to comply with subsection (a) no longer exists with respect to a state,
the Federal morigage broker requirements shall take effect with respect to
such State 2 years after the date on which such determination was made, uniess
the State has in effect such laws or regulations, or the uniformity necessary to
comply with subsection (a) is satisfied, before the expiration of such 2 year
period. (Emphasis added.)

Sec. 501(d).
Not later than 3 years after the date of the enactment of this Act, the
Secretary of Housing and Urban Develop t shall, by lation and in
consultation with the Federal banking agencies . . ., estblish Federal mortgage
broker requirements under this section that meet the requirements established
in section 501(b)(1). (Emphasis added.)

Sec. 502,
*Section SOH{B}2)(A).
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. Non-profit budget or debt counseling services'” are exempted altogether, although to
the extent these entities are engaging in mortgage brokering services there is no reason
they should not be covered.

. Consumer reporting agencies which are in substantial compliance with the Fair Credit
Reporting Act are also exempted.'® This is a status exemption which provides a blanket
protection to these entities once they are in compliance with a law which has nothing
whatsoever to do with the regulation of mortgage brokers. Just because a CRA is in
compliance with one law, does not necessarily mean that they should not be required to
comply with the requirements of another law.

. Any one who makes, services, buys or sells mortgage loans and has been approved
by HUD is also exempted.'® This is despite the fact that some of the worst abuses by
mortgage brokers have been caused by FHA approved mortgage brokers.”

. Any broker approved by Fannie Mae® and Freddie Mac? or the Veterans
Administration® is exempted.

It is hard to imagine any mortgage broker who would nof be covered by these
exemptions. Indeed, I don’t believe that a single mortgage broker that I have sued on behalf of
my low income clients in the past 36 years would not be exempted from Title V through one or
more of these broad exemptions.

No Meaningful Protections. Even for those very few mortgage brokers who might be
covered (and they would have to be truly bad at their jobs to be unable to squeeze into one of the
bill's broad exemptions) there are no meaningful limitations on activities. The uniform state law
requirements — which are identical to those for the federal law — have only two parts: one on
licensing and one establishing a national database.

PSection S01{LY2XB).
"8gection S01(b)}(2)(C).
PSection S01(bY2)F)(iit)(D).

OSee, e.g. Lew Sichelman, HUD Acts to End Flipping, Realty Times, May 7, 2003,
hitp://realtytimes com/riepages/20030507 flipping2 htm.

USection 561(b}2)(F).(iidD.
Zgection SO1(bY2)(F).(iii)AIN.
Bgection 501(BY2)F).(HNHAV)
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Licensing Requirements. A licensing requirement is a useful first step in the regulation
of mortgage brokers, but only if there are some real requirements to obtain the license, including
the posting of a realistic bond. A recent story in The Columbus Dispatch details the significant
problems caused the state of Ohio by mortgage brokers covered by a state licensing system
designed to protect the brokers, rather than the general public making Ohio the state with the
highest rate of foreclosures.* Like Ohio’s mortgage broker licensing law, Title V of H.R. 1295
has no standards for license revocation, no requirements for full disclosure of complaints about
brokers to consumers, no prohibitions against licensing brokers with a criminal record, and no
substantive prohibitions or consumer protections in Title V.

Mortgage Broker Database. Title V also establishes a national database of mortgage
brokers.” This database would include a listing of each person licensed under state or federal law
~ which would be very few of the mortgage brokers actually brokering mortgages to the general
public. However, even for those brokers which would be listed in the database, there seem to be
no real protections for consumers. Indeed, the only state laws which are specifically preserved in
Title V are those providing privacy or confidentiality to the mortgage brokers who are listed in
the database.”® State and federal laws regarding access to public information are specificaily
preempted.” -

There is not even an explicit requirement in this section of the bill that complaints
regarding mortgage brokers listed in the database be made available to the general public.
Finally, seemingly to ensure that no damaging information about mortgage brokers reach the ears
of homeowners who might be potential customers (or victims), H.R. 1295 would make it a
Jederal crime for someone to “willfully disclose to any person any information concerning . . . a
mortgage broker.” There is no mirror requirement applicable to mortgage brokers who might
strip equity or cause a foreclosure. In fact, the only civil or criminal penalties in the title are
placed there to protect mortgage brokers, not homeowners.

Answers to Questions Posed by Chairman Ney

1 Explain the differences between “licensing” and “registry.” What are the relative
merits of each?

#Geoff Dutton, Okie's Disgrace: No. I in Home Foreclosures, The Columb Dispatch, September 18,

2005.
» Section 512, H.R. 1295,
* Section 514(a)(1), H.R. 1295,
T Section 514(a)(2), H.R. 1295,
BSection 515(b).
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Licensing suggests that the licensee has met some minimal requirements as a condition of
obtaining the license. While a registry is simply a listing of participants. Both a licensing regime
and a registry are meaningless, a waste of govemment resources, and potentially misleading to
the public, if they do not cover all persons who are engaged in the business of brokering loans for
homeowners. A license “issued by the federal government” can be used to legitimize misconduct
if not accompanied by substantive regulation and enforcement.

2. Should there be uniform standards for state licensing of mortgage brokers?

A uniform standard is only helpful if the standards are meaningful and substantive. Uniformity
should not be the excuse for minimalist. H.R. 1295's standards are so un-protective of
homeowners as to be completely useless to consumers. The only purpose appears to be to protect
mortgage brokers from the more stringent requirements imposed by various state laws.

3 Explain the differences between loan originators and mortgage brokers. Should
licensing and/or registry be required of both?

The term “loan originators” implies that they are arranging loans between themselves, or their
employer, and the borrower. Brokers generally arrange loans for borrowers from many different
lenders. Brokers hold themselves out as acting for the borrower, searching for the best deal,
providing a service to the borrower of looking for the right loan fit. This is very different from
the implicit message from a loan originator who is generally only working through the
arrangements of a credit relationship between one lender and the borrower. Because many
consumers are led to believe that the broker is acting for them, on their behalf, to assist them, the
dynamics of these relationships are different, and potentially more dangerous. It is this difference
in dynamics and implicit messages that would justify a different standard and degree of
regulation between mortgage brokers and loan originators.

4. Should there be uniform standards for state education requirements (including
continuing education requirements) for mortgage brokers?

I have no opinion on this question.

3. Should a uniform standard be a mini standard, or a preemptive standard, i.e.
should the standard be impl ted as a "floor” or a “ceiling?”

If there is a uniform standard, it should be a minimum standard, a floor, not a ceiling. Housing
and lending issues are different in different states, and these differences dictate different
responses. There is no reason, other than convenience of the mortgage brokers, to establish a
preemptive standard, above which the states cannot go to protect their restdent homeowners.

6. Explain the benefits and/or problems associated with multi-state licensing and
registration requirements.

Page 8of O
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1 have no information on this.

A What are the benefits of a national registry of licensed mortgage brokers and/or
other loan originators?

Unless all - or at least, most — mortgage brokers are covered by the registry, and there
meaningful standards applied to the licensing requirements, there are no benefits. However, if the
licensing requirements applied to all mortgage brokers, and complaints — and resolutions of those
complaints ~ were transparent to both the general public and potential customers of the members
of the registry, such a database could prove useful in providing some educational service to
prevent ongoing mortgage broker abuses.

8. Explain how a registry could be implemented and managed.

I have no information on this.
9. Who should be required to participate in a registry?
Everyone who brokers more than one mortgage loan a year in the United States.

10. What impact will registration and licensing requirements have on curbing the
proliferation of predatory lending?

If Title V of H.R. 1295 passes, predatory lending will worsen and more foreclosures will result.

11 What are the costs associated with registration and licensing requirements? What
will the impact of those costs be on consumers, brokers and mortgage companies?
Do the costs outweigh the benefits?

1 have no information on this.
Conclusion.

Homeowners in West Virginia and throughout the United States need strong, clear
prohibitions on abusive and unfair activities by all mortgage originators. A federal law which is
worthwhile would begin with the limitations imposed on brokers by West Virginia and other
states and include real limits on fees, deceptive and unfair practices, loan terms designed to speed
refinancing and trigger foreclosures. I urge you to consider substantive, meaningful provisions
like these to regulate the mortgage industry and stem the tide of predatory lending and increasing
numbers of foreclosures. I would be happy to provide further information to you.
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My name is Eric Rodriguez, Director of the Policy Analysis Center for the National Council of
LaRaza (NCLR). As an advocate for Latinos, [ have worked for more than a decade on
planning and preparing policy analysis, legislative, and advocacy activities related to economic,
employment, and financial security public policy issues. I am grateful to present our views for
the hearing entitled, “Licensing and Registration in the Mortgage Industry.”

As you know, NCLR is a private, nonprofit, nonpartisan organization established in 1968 to
reduce poverty and discrimination and improve life opportunities for the nation’s Hispanics. As
the largest national Hispanic organization in the U.S., NCLR serves all Hispanic nationality
groups in all regions of the country through a network of more than 300 affiliate community-
based organizations.

NCLR has a deep interest in increasing the rate at which Latinos own and build equity in their
home and thereby accumulate wealth that will provide financial stability in the years to come.
Over the past two decades, NCLR has been a Jeader in advocating and conducting research on
affordable housing issues important to the Latino community. This work focuses on issues such
as asset accumulation and barriers to homeownership, access to affordable mortgage products,
and programs and legislation that support fair lending. NCLR’s most recent relevant
publications include Hispanic Housing and Homeownership, American Dream to American
Reality: Creating a Fair Housing System that Works for Latinos; and Jeopardizing Hispanic
Homeownership: Predatory Practices in the Homebuying Market.

In addition, since 1997, NCLR has been a national intermediary designated by the Department of
Housing and Urban Development (HUD) to distribute funds for housing counseling. The NCLR
Homeownership Network (NHN) consists of 38 NCLR affiliates in 19 states that provide pre-
purchase bilingual homeownership counseling to low-income families in predominately Latino
neighborhoods. NHN counsels more than 20,000 families each year, more than 3,500 of which
become homeowners. NHN has sophisticated partnerships with some of the nation’s largest
providers of home mortgages such as Bank of America, Countrywide, JPMorgan Chase,
Washington Mutual, Wells Fargo, Fannie Mae, and Freddie Mac. Qur extensive research and
service delivery experience puts us in a unique position to comment on the role and impact of
mortgage brokers in increasing Latino homeownership.

Latino Homeownership

Increasing Latino homeownership is critical to the financial security of Latino families and the
economic stability of the broader community. While Hispanic homeownership still falls behind
that of Whites according to HUD’s most recent statistics (48% versus 76%, respectively),
Hispanic families are entering the mortgage market in record numbers. Between 1993 and 2003
the number of Hispanic households grew by 92% while the number of Hispanic homeowners
grew by 96%. For most American families, a home is their primary asset and homeownership
represents their single greatest wealth-building vehicle. Home equity affords households and
families significant financial opportunities. Unfortunately, the Latino homeownership rate lags
behind that of Whites by 28 percentage points. Low homeownership rates are the primary factor
contributing to the 27-to-1 wealth gap between White and Latino households.

3
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Latino families face a number of barriers when attempting to purchase their first home,
including:

e Lack of information. Many first-time Hispanic homebuyers are also first-generation
homebuyers and many lack experience with mainstream financial institutions. In
addition, overall lack of effective outreach from the financial services sector has
contributed to poor information flow and insufficient access to affordable mortgage
products for low-income Latino families.

e Systemic barriers. Many Hispanic households have “thin” or no credit files. For many
Latinos, a preference not to incur and carry financial debt often translates into low credit
scores that do not accurately reflect their credit risk. Due to a largely “one-size-fits-all”
approach to financial and credit-scoring systems, an otherwise mortgage-ready family
may be unable to qualify for a loan, or may be paying more than necessary for its
financing.

» Affordability. Although the Hispanic population is growing in many areas of the
country, more than one-third live in California and New York, two of the least affordable
states in which to own a home, according to the National Low Income Housing Coalition.
More than two in five Hispanic households, and more than a third of Hispanic owners,
dedicate more than 30% of their income to housing, the federally-recommended standard
for affordability.

* Market failure. Many financial institutions are experimenting with pilot products and
innovative underwriting criteria; however, more should be done to meet the needs of 2
dynamic marketplace. Most institutions use a passive product-driven outreach system
that assumes that the same product is sufficient to meet the needs of all or most buyers,
rather than an assertive market-oriented approach that would value different credit
behaviors and use innovative underwriting criteria (such as nontraditional credit). This
approach would enable financial institutions to create products that more adequately
serve a dynamic market.

Mortgage Brokers in the Latino Homebuying Market

Mortgage brokers play an important role in delivering much-needed mortgage financing to
potential Latino homebuyers. Annually, mortgage brokers originate nearly two-thirds of the
nation’s mortgages and between 65% and 80% of nonconforming mortgages. In addition to
offering a wide variety of mortgage products from various lenders, many brokers have adopted
outreach techniques that mainstream lenders have not employed on a large scale and that
resonate well among Latino home-shoppers. For example, many brokers spend a significant
amount of time with their clients in an individual setting. Some brokers visit families or conduct
closings at their homes and many of those working within the Latino community are bilingual or
bicultural. However, limited oversight and inconsistent regulations between states translate into
inadequate accountability standards for most brokers. Latino homebuyers, many of whom are
vulnerable due to the barriers to affordable homeownership described above, feel the effects of
those mortgage brokers that engage in unethical lending practices. In the interest of protecting
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and increasing homeownership for all families, NCLR has identified three areas of concern
regarding mortgage brokers:

e Limited accountability. The Real Estate Settlement Procedures Act (RESPA) regulates
all activities concerning the mortgage closing transaction and was passed in 1974 to
prohibit excessive fees and illegal kickbacks to service providers. To the extent
consumers have a complaint about being charged a fee unfairly, they can seek
enforcement action under RESPA. Although HUD has jurisdiction over RESPA, neither
they nor any of the other regulatory agencies have been charged with monitoring broker
activities for fair housing compliance, best or sound practices, or licensing and
registration requirements. In addition, there is only a limited enforcement mechanism,
which is largely consumer-complaint driven. State laws vary widely, but do offer some
important consumer protections such as a private right of action and lists of prohibited
practices.

e Risk of steering. NCLR’s recent report on predatory lending found that too many
Hispanic homebuyers have been steered into mortgage products more expensive than
their credit warranted. Mortgage brokers have a financial interest in pushing the cost of
the loan higher. Known as a Yield Spread Premium (Y SP), the broker profits from
selling a borrower a loan with an interest rate higher than what the financial institution
quoted the broker. Most borrowers are unaware their loan contained a YSP and that they
may have been steered toward a more expensive mortgage product as a result,

* Transaction lacks transparency. The essence of the broker function is one of being an
intermediary between the borrower and the lender. Many borrowers mistakenly assume
that the broker is responsible for finding them the best mortgage deal for which they
qualify. Inreality, however, the broker’s fiduciary responsibilities are not disclosed, and
in most cases, the broker is not the fiduciary agent of the borrower,

>

As the main interface between clients and their mortgage options, sufficient accountability
standards are in the interest of the entire homeownership market. Such standards will maintain
market integrity and prevent families from squandering hard-earned money on interest and fees
rather than on principal that translates into home equity.

Mortgage Broker Licensing Standards

Throughout the 1990s, the mortgage market experienced dynamic and rapid growth. Now, most
homebuyers have many mortgage products and lenders from which to choose, Choices
regarding mortgages have become more complex because the interrelations between products
and product features, banks and their subsidiaries are not always clear to the consumer. In such
an environment, the broker function is an important one that holds considerable value for the
consumer. In fact, NCLR has made substantial investments in housing counseling because it
understands the demand for bridging the gap between lenders and borrowers. Although their
clientele is slightly different - brokers work with families that are mortgage-ready and
counselors work with families that need assistance before they are ready to purchase - the trust
clients place in their counselor or broker and the role of an intermediary between them and a
lender is very similar. Unfortunately, accountability standards have not kept pace with the
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growing sophistication and complexity of the homebuying market. We commend .Chairman
Robert Ney, Ranking Member Maxine Waters, and the members of this subcommittee for
convening on the issue of mortgage broker licensing and registration requirements. However,
while licensing requirements are important, they are only one piece of a broader strategy .
necessary for developing stronger accountability standards for mortgage brokering transactions.

Licensing requirements for mortgage brokers can be an effective way to limit bad actors from the
marketplace and foster consumer confidence. However, it is not clear that licensing
requirements sufficient for this purpose have yet been proposed. For example, for a housing
counselor to become certified by NeighborWorks® America, which is the industry standard, he
or she must complete at least 120 hours of coursework and pass an exam. In addition, HUD
certifies housing counseling agencies and maintains the Housing Counseling Handbook which
outlines all their duties and requirements. HUD-certified organizations are audited by HUD
every two years and must comply with bookkeeping, data collection, and annual reporting
standards. Although HUD-certification is not required to offer homeownership counseling
services, it is considered a seal of approval by lenders, government agencies, and funders; most
downpayment assistance programs require HUD-certified counseling. By comparison, the
“Responsible Lending Act” (H.R. 1295), which is the only legislation before the committee
addressing this issue, would only require 24 hours of coursework and does not provide means for
other accountability measures such as recordkeeping and reporting,

Another example of a comparable industry’s safety and accountability standards is of the
Securities and Exchange Commission (SEC) and the National Association of Securities Dealers
(NASD) for stock and securities dealers. These brokers are also responsible for helping
consumers navigate a complicated financial process and are responsible for significant sums of
their clients’ money. The success and efficiency of the securities market depends on the
investors” confidence that their broker is dealing fairly and the integrity of the system that holds
them accountable. Brokers are required to register with all regulatory bodies that apply to the
markets in which they are trading and to comply with each regulatory agency code and standard.
Investors and regulators rely on enforceable standards, such as regulatory compliance, fiduciary
disclosure, licensing and registration requirements, to hold securities brokers accountable. In
much the same way, homebuyers need assurance that their mortgage broker is held to
meaningful standards designed to protect their investment and maintain their confidence in the
market. H.R. 1295 calls for the creation of a national registry that would list all mortgage
brokers in good standing with their state and alert others to brokers that have violated a state law.
This, however, falls short of creating the kind of oversight and accountability necessary for an
industry the size and scope of mortgage brokerage.

The homeownership market can only be strengthened by creating measures that foster and
maintain consumer confidence and market integrity. State regulations vary widely in regards to
licensing requirements, regulations, disclosure of fiduciary responsibility, and contimuing
education, but many provide important safeguards that cannot afford to be lost, For example,
some states require criminal background checks and registration, list prohibited practices, and set
education standards. However, there are also significant gaps in protections available. For
example, 36 states do not have laws that outline a broker’s fiduciary duty or responsibility to
disclose on whose behalf they are working. Many states could benefit from minimum standards
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and guidelines on mortgage broker education and licensing. However, the committee Sh01.11d
also look to build on the SEC/NASD model to create a comprehensive approach to providing
consumer and industry protections.

Recommendations ) ) .
We would like to thank the members of the committee for convening on such an important issue.
NCLR makes the following recommendations:

Increase market integrity. Congress must create a new regulatory agency, fashioned
after the SEC/NASD model, with a mission to foster and maintain consumer confidence
and market integrity. To fulfill this mission, the new agency must have the authority to
monitor mortgage brokering activity as well as individual brokers and agencies; to collect
data similar to those collected from lenders and private mortgage insurance companies
under Home Mortgage Disclosure Act (HMDA); and to set guidelines for recordkeeping,
minimum licensing requirements, education standards, and registration. In addition, such
an agency would need the authority to conduct investigations and take corrective action
when necessary such as imposing fines, revoking licenses, and injunctions, H.R. 1295
proposes a national registry. This, however, does not advance the caliber of services
brokers provide or consumer protections. To improve the quality of mortgage broker
services effectively, new regulations and licensing requirements must increase
transparency, accountability, and oversight.

Prevent Steering. YSPs must be included in the Home Ownership and Equity Protection
Act (HOEPA) points and fees calculation used to determine if a loan meets the definition
of a “high cost loan,” which thereby triggering additional protections, to curb incentives
for steering clients into more expensive mortgage products. The “Prohibit Predatory
Lending Act” (H.R. 1182), currently before the committee includes this protection. It is
unclear whether H.R. 1295 includes a similar provision.

Increase transparency of mortgage broker services. Mortgage brokers should be
required to disclose their compensation and the impact of the YSP on the interest rate. A
simple form would inform the consumer that they have a YSP, how this YSP
compensates the broker, and the respective impact on the interest rate and fees with or
without the YSP. Neither bill, H.R. 1295 or H.R. 1182, addresses this issue.

Conclusion

High quality mortgage broker services are an important part of America’s homebuying market.
To ensure market integrity, consumers must be assured that their mortgage broker is held to
adequate standards. NCLR thanks the committee for the opportunity to share its views on this
legislation.



96
Testimony of

JOSEPH A. SMITH, JR.
NORTH CAROLINA COMMISSIONER OF BANKS

on behalf of the
CONFERENCE OF STATE BANK SUPERVISORS

before the
HOUSE FINANCIAL SERVICES COMMITTEE
SUBCOMMITTEE ON HOUSING AND COMMUNITY OPPORTUNITY
UNITED STATES HOUSE OF REPRESENTATIVES

September 29, 2005



97

Good morning Chairman Ney, Representative Waters and members of the
Subcommittee. I am Joseph A. Smith, Jr., North Carolina Commissioner of Banks,
and am here today testifying on behalf of the Conference of State Bank

Supervisors (CSBS). 1 respectfully ask that the complete text of my statement be
entered into the hearing record.

‘Thank you for inviting CSBS here today to discuss issues relating to the licensing
and registration of mortgage industry participants, and for giving us an opportunity
to update the subcommitiee on the CSBS/AARMR Residential Mortgage Lending
Initiative. This is a proactive effort by the states to reduce regulatory burden on
the mortgage industry by creating uniform applications and an online registration
system. Just as important, this system will also increase accountability in the
industry and help fight predatory lending and mortgage fraud by identifying the
bad actors and eliminating their opportunity to move from state to state.

CSBS is the professional association of state officials who charter, regulate and
supervise the nation’s approximately 6,200 state-chartered commercial and
savings banks, and more than 400 state-licensed foreign banking offices
nationwide. AARMR, which stands for the American Association of Residential
Mortgage Regulators, represents the executives and employees of the various
states who are charged with the responsibility for the administration and regulation
of residential mortgage lending, servicing and brokering in the states. Regulation
of mortgage-related businesses may reside within the agency that supervises and
regulates banks, as it does in over two thirds of the states, or in another agency.
Thus, many of CSBS’s member agencies are also members of AARMR, and the
two organizations work closely together for the protection of our citizens.

We appreciate the committee’s interest in this important subject. Purchasing a
home is the largest financial transaction that most individuals will ever undertake.
Residential mortgage lending is a local activity, but changes in technology and
deregulation make {inancing these loans a global industry. The damage done by
predatory lending and mortgage fraud, however, is still local. The states are on the
front lines when it comes to regulating transactions between mortgage lenders and
the citizens of our states.
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Specific Issues Before the Subcommittee

Mr. Chairman, you have asked CSBS to respond to several specific questions
about licensing and registration in the mortgage industry. 1 will address each of
these questions in turn.

1. Explain the differences between “licensing” and “registry.” What are
the relative merits of each?

States may choose to regulate mortgage lenders, mortgage brokers, mortgage
servicers, individual mortgage originators or some combination of these. North
Carolina has chosen to license lenders (whom we call “mortgage bankers™),
brokers and originators (whom we call “loan officers”). Other states have chosen
differently, by adopting “registration” statutes, or — in the case of only two states,
Alaska and Colorado — by taking no action at all. Forty-eight states currently
license or register mortgage bankers and brokers.

Licensing is the government-issued authorization to provide a certain set of
services to the public. Just as states charter depository institutions, the majority of
states issue licenses to mortgage bankers and brokers. Licensing protects the
public by allowing the government to ensure that all businesses and individuals
offering a particular service to the public are operating honestly and within the
requirements of applicable law. Licensing sets minimum standards for entry into a
particular business, protecting both the public and legitimate businesses from
fraudulent operators. A government’s ability to rescind a license to operate
creates a powerful incentive for businesses and individuals to comply with the law
and conduct their practices in a responsible manner.

A registry is a list of those doing business within a particular industry or area.
Registries serve the public and the industry by offering a single source of
information about businesses and individuals offering a service. Registries alone,
however, do not indicate that any registered business or individual meets a
particular standard of competence or ethics. Registries serve the public interest
best when registration requires that listed companies or individuals meet
substantive legal and regulatory requirements.

From 1988 to 2002, for example, North Carolina required mortgage bankers and
brokers to register with my office. While the registration statute contained several
normative provisions, it did not require background checks, training or
demonstrated competence. By 2002, the North Carolina General Assembly had
determined that this statute was inadequate to protect our citizens. It replaced the
registration statute with the Mortgage Lending Act (NCMLA), which requires
licenses for mortgage bankers, brokers, and individual loan officers. The license
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application does include a combination of background checks, training
requirements and demonstrations of competence.

Under the NCMLA, my office licenses more than 1,400 mortgage banking and
brokerage firms and over 12,000 individual mortgage loan officers. These figures
do not include depository institutions, their subsidiaries, or the employees of any
of them. Further, the number of licensees is continually changing. My staff
informs me that in spite of a reduction in loan volume, we are currently receiving
between 15 and 20 new applications a day.

2. Should there be uniform standards for state licensing of mortgage
brokers?

Although financing mortgages is now a global business, the needs of consumers
may vary widely from one area to another. The most effective licensing system,
we believe, is one that provides consistency and minimum standards while
allowing for the specific needs of, for example, rural and urban populations, or
more and less sophisticated borrowers.

When considering licensing requirements for firms, legislators must decide on
minimum standards for (i) background of ownership; (i1) capitalization and
financial resources; (iii) corporate responsibility to customers and others; (iv)
supervision and training of employees; and (v) whether the firm may act through
agents as well as employees.

When considering licensing for professionals, legislators must decide (i) what
activities require licensing (e.g., differentiation between originators and “back
office” personnel); (ii) whether to license professionals with prior criminal
records; (iii) required education and training; (iv) what obligations professionals’
have o consumers; and (v) whether authority to conduct business is contingent on
employment by a licensed lender or broker.

Different state legislatures have addressed these issues in different ways. That
said, as members of CSBS and AARMR have developed the uniform mortgage
licensing applications discussed below, they have found many more similarities
than differences among individual states’ legislative and regulatory requirements.

Licensing laws tend to treat mortgage-related enterprises alike. While a good
argument can be made for this policy, based on equal treatment of all licensees. 1
believe a better one can be made for altering the regulatory requirements based on
the nature of the regulated enterprises.
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We understand that the largest {financial services providers operating in more then
one state want more coordinated regulation among state agencies for licensing,
examination and enforcement. The state of North Carolina, CSBS and AARMR
support coordinated regulation in order to promote increased efficiency and
modernization of financial services, healthy competition among providers, and
greater availability of financial services and products. The CSBS/AARMR
Residential Mortgage Lending Project is an opportunity both to reduce burdens on
the industry and to help create more uniform nationwide markets, while increasing
our citizens’ protection from mortgage fraud and predatory lending.

To this end, the CSBS Board of Directors has established two task forces -- The
Residential Mortgage Lending Regulatory and Legislative Task Forces - to
examine and improve the efficiency and effectiveness of the licensing, chartering
and supervision of the nation’s state-regulated mortgage lending industry. Six
state bank supervisors serve on each task force, representing the CSBS board of
directors and all fifty states.

Through the regulatory task force, CSBS, joined by AARMR, plans to identify
and implement specific tools and approaches to reduce the regulatory complexity
and compliance burden associated with making mortgage loans in more than one
state, and to improve the state regulators’ enforcement tools against abusive
lending practices and improve the professionalism of the industry.

The legislative task force is examining the current framework of applicable state
and federal laws for mortgage lending. The task force is charged with exploring
state and federal legislative proposals to combat predatory lending and provide
more uniformity for multi-state mortgage lenders.

The Regulatory Taskforce has identified three specific goals:

» Provide uniform mortgage application that meets the regulatory
requirements of every state;

¢ Develop a comprehensive Mortgage Licensing/Supervisory Database; and
Adopt a coordinated examination agreement.

AARMR developed a model application that started as our foundation. CSBS,
working with AARMR and with the input of industry representatives and policy
makers, is using this model to develop an application that all state mortgage
regulators will ultimately adopt. A uniform application will dramatically reduce
compliance burdens for the mortgage industry by eliminating multiple. differing
state mortgage license applications and requirements.

w
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I'he CSBS/AARMR Residential Mortgage Regulatory Taskforce (RMRT)
Working Group has nearly finalized uniform mortgage applications for lender and
broker companies, individual loan originators and branch locations (see attached).
Over twenty state mortgage regulators have agreed to beta-test the forms. The
RMRT Working Group is still working on a uniform renewal application and
hopes to have this document finalized and approved soon. Coordinated through
CSBS, the group of twenty one states is conducting monthly face-to-face meetings
to accomplish these goals.

It is important to distinguish between uniform applications and uniform standards.
States that accept the uniform applications will still have the right to require
additional information, and to set their own standards for business practices.
However, our working group and task force are looking for ways to eliminate or
harmonize these differences.

3. Explain the difference between loan originators and mortgage brokers.
Should licensing and/or registry be required of both? Why or why not?

A loan originator is a broad term for an industry professional who takes mortgage
loan applications from consumers. There are two basic types of loan originators -
retail and wholesale. A retail loan originator or loan officer is an employee of a
lender who takes and funds the mortgage application. A wholesale loan
originator, or mortgage broker, only takes applications from consumers and, in
turn, sells completed applications to a lender who, in turn, funds the loan. There
are also may other professionals involved in the loan origination process,
including underwriters, processors, closers, administrative staff, etc.

The underlying question is whether licensing or registration requirements should
apply only to firms (or to individuals, in the case of mortgage banking or
brokerage companies that operate as sole proprictorships), or to these firms and
their employees. All current legislation would apply these requirements to firms;
the issue of applying these requirements to loan-originating employees or, in some
cases, agents, is contentious.

The question of exactly what activities make an individual loan originator remains
open for debate. Whether to require processors and administrative staff to be
licensed has been and continues to be an issue of debate between state authorities
and the industry. Failure to license or track individual originators in a meaningful
way. however. will significantly reduce the effectiveness of regulation. Bad actors
will be able to move among jurisdictions and employvers, including “exempt”
enterprises such as banks and thrifis.



102

In North Carolina, as I mentioned, we license individual mortgage loan officers as
well as mortgage banking and brokerage firms. The courts have ruled that we
cannot license loan officers affiliated with national banks or savings and loans,
even if they work for nonbank mortgage subsidiaries.

The North Carolina General Assembly recently revised the NCMLA to grant the
largest multi-state operations more flexibility in the licensing and assignment of
their employees. In exchange, these companies take heightened responsibility for
legal and regulatory claims arising from their employees’ activities. The
employees themselves have more limited and generally non-portable licenses to
conduct business. For example, these “limited loan officers” cannot leave their
employers and start their own businesses without licensing and experience as “full
service” loan officers.

4. Should there be uniform standards for state education requirements
(including continuing education requirements) for mortgage brokers?

Yes and no. Yes, in regard to aspects of the mortgage lending business that are
very general or national in nature: basic lending terms, federal regulatory
requirements. No, in regard to matters of particular state significance, such as
state laws regarding real estate transfer or liens on real estate and state consumer
lending laws, including those on predatory lending.

5. Should a uniform standard be a minimum standard, or a preemptive
standard, i.e., should the standard be implemented as a ""floor" or a
"ceiling"?

Since borrowers’ needs may vary widely from one state to another, uniform
standards should be the floor, rather than the ceiling, for the mortgage industry.
That said, states understand that they must be careful to balance the costs of each
additional requirement with the benefits to our citizens. Our goal is to increase
healthy, responsible competition in the mortgage marketplace, not to create new
burdens or unnecessary barriers to entry.

6. Explain the benefits and/or problems associated with multi-state
licensing and registration requirements.

While some argue that multi-state licensing creates unnecessary duplication and
expense, policymakers must measure these alleged costs against the benefits of
enhancing state regulators’ ability 1o know who is in their markets, and their
ability to police these markets more effectively. As 1 have noted, state regulators
are working diligently to reduce unnecessary friction without the loss of these
substantial benefits.
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Further, AARMR has developed a set of principles and examination procedures
that would allow state regulators to coordinate on examinations of multi-state
mortgage lenders. Working with AARMR, CSBS plans to formalize the use of
these examination procedures to reflect the processes already in place for the

coordinated supervision of state-chartered banks that operate branches in multiple
states.

7. What are the benefits of a national registry of licensed mortgage
brokers and/or other loan originators?

CSBS plans to create a robust, web-based system to draw from publicly available
adjudicated information regarding the criminal history, credit history, consumer
complaints, and enforcement actions for mortgage brokers, loan officers. mortgage
appraisers, underwriters, and mortgage companies. The database would be
available to state mortgage regulatory agencies and work within individual state
laws, whether the licensing or registration requirements cover the individual loan
originators or just the mortgage company itself. All licensed individuals in the
system will have a unique identifying number.

This would allow states, depending on their laws, to identify fraudulent and
abusive lenders and brokers when they leave one state and seck licenses in
another. States could generate reports on mortgage companies based on the track
records of their employees in order to identify trends and patterns. As the number
of licensed individuals and companies continues to increase, state banking
agencies could leverage examiner resources by focusing on firms and individuals
that demonstrate a heightened need for examination scrutiny.

Identifying and removing these individuals and firms benefits consumers.
Delivering such comprehensive supervision also benefits the vast majority of the
mortgage banking industry by removing bad actors that have been the catalyst for
the imposition of new regulatory and legislative approaches that affect both
reputable and unscrupulous lenders equally.

Mortgage companies would be able to submit the uniform mortgage license
application for their company and loan officers and other relevant employees
through an efficient, web-based platform. When the system is fully implemented,
mortgage companies would also be able to: file one application for one or more
states; generale reports based on the number of individuals they have licensed
throughout the country; wire licensing fees 1o one central source: and generate
reports on the total licensing fees they are paying. CSBS has asked the industry
for suggestions about other services that could be made available through the
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database. We will also be discussing how the system might best function with
consumer advocates.

A complete list of expected benefits from this registry is appended to this
statement.

8. Explain how a registry could be implemented and managed.

CSBS and AARMR will use the uniform application forms to develop a
nationwide on-line mortgage licensing database system.

CSBS is in the process of contracting with the National Association of Securities
Dealers (NASD) to build, deploy and maintain an electronic mortgage licensing
system. NASD is the world’s largest securities self-regulatory organization,
established under authority granted by the 1938 Amendments to the Securities
Exchange Act of 1934. While NASD has no regulatory authority over the
mortgage industry, it does have a tremendous amount of experience in building
and maintaining state-of-the-art national licensing systems, such as the Central
Registration Depository (CRD) for securities brokers and dealers and the
Investment Adviser Registration Depository (IARD).

CSBS is working with NASD because NASD has built and maintains on-line,
Internet-based, registration databases and application-processing facilities that link
federal, state and self-regulatory participants and the securities industry. Given
NASD’s vast experience in the national licensing arena, CSBS is looking forward
to working with NASD in building and maintaining the mortgage licensing
system. We intend to have this system fully functional by the end of 2006.

9. Who should be required to participate in a registry?

The national registry will include all individuals and companies currently required
to be licensed or registered under state law. Over time, we believe that the
business advantages of being listed on this national registry will encourage most
legitimate businesses and individual lenders to submit their information to the
registry voluntarily, even if state law does not require them to do so.

10.  What impact will registration and licensing requirements have on
curbing the proliferation of predatory lending?

Licensing requirements such as North Carolina’s ensure that mortgage firms and
individual mortgage loan officers are legitimate. have access 10 adequate financial
resources, are trained appropriately, and offer their customers the necessary
recourse for complaints and concerns. All of these requirements. plus the threat of
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losing a license for violations, make it more difficult for predatory and fraudulent
businesses to operate in our state.

A national registry will make it easier for us regulators, and ultimately for
consumers, to identify businesses and lenders who have a history of complaints,
violations, enforcement actions, judgments and questionable business practices.
Our mobile society makes it too easy for criminals and unscrupulous lenders to
pack up and move across a state’s border; the creation of a national registry will
make it much harder for these businesses and individuals to hide.

11.  What are the costs associated with registration and licensing
requirements? What will the impact of these costs be on consumers, brokers
and mortgage companies? Do the costs outweigh the benefits?

Mortgage companies and individuals will pay licensing fees to the state regulatory
agencies, and these fees will help fund the national registry.

1t is expected that there will be significant cost savings to mortgage companies
who would be able to apply for a license in multiple states with just one
application through this system. We anticipate that businesses will pass any
additional costs along to consumers, but the costs will be so small, as a percentage
of the volume of business these lenders do, that they are unlikely to have a
significant impact on borrowers’ costs.

As for whether these costs will outweigh the benefits, we have already seen the
terrible costs to consumers of mortgage lenders that operate with no supervision or
accountability. The State of North Carolina decided that those were costs it could
not afford, and passed its Mortgage Lending Act in response.

Conclusion

CSBS is committed to the overall goal of enhancing a state regulatory system that
works efficiently and effectively for borrowers, the industry, and regulators.
CSBS is equally committed to a dialogue with federal and state policy makers and
the mortgage lending and banking industries to address issues of applicable law
and law enforcement aimed at ending abusive lending practices.

Chairman Ney, we commend you, Representative Waters, and Representative
Kanjorski for your interest in this issue and your commitment to improving the
mortgage lending environment for both consumers and businesses. We look
forward 10 working further with you toward our common goals.
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I would be happy to answer any questions the members of the Subcomimittee may
have.
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INTENDED BENEFITS FROM THE AUTOMATED MULTI-STATE

MORTGAGE LICENSING SYSTEM AND DATABASE

STATE REGULATORS

1.

W

The system will result in improved access by state mortgage regulators to
comprehensive databases including civil, criminal, regulatory and other actions
providing greater resources and data for keeping bad actors from operating in states
and better data to take appropriate regulatory action.

Applications will be filed, reviewed and completed by the system saving state
agency staftf significant time and resources (estimated between 1-4 full time
positions per state, depending on your application volume).

Applications and amendments are received on-line, improving timeliness and
reducing storage and personnel costs.

The system will result in more uniformity and better coordination, cooperation and
communication between state and other regulators and other law enforcement to
further reduce mortgage related fraud and other mortgage related abusive practices.

The system will likely result in better, more up-to-date and uniform state laws,
rules, regulations and policies as states gain experience and reap the benefits from
such a system.

A successful state system will enhance the image of state regulators with state and
federal lawmakers, policymakers, regulators, industry and consumers.

The system will take advantage of technological innovations to enhance, modernize
and innovate mortgage regulation going forward.

A successful system may encourage other state regulators to enhance their multi-
state regulation of other industries, such as insurance, money transmitters, finance
companies, etc., to the overall benefit of state regulation.

State fees will be received by NASD and forwarded to the states via ACH transfer,
saving resources and troubles with bad checks, lost checks, incorrect fees, elc.

Eventually, renewal and branch filings and fees will be received by NASD and sent
{o states via ACH transfer, saving significant resources involved in processing these
applications.

All amendments to applications will be received from NASD on-line with
notifications of such amendments brought to your attention for appropriate
regulatory action.
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The system will create a regulatory “Race to the Top” with the higher standards of

some states applied to companies operating in many states. For example, a state

that requires audited financial statements will set that standard for all states in
which a company is licensed to do business.

INDUSTRY

1.

2.

The system will facilitate industry hiring and retaining better employees.

The system will allow industry to do one-stop filing and payment of fees pursuant
to more uniform applications and amendments reducing costs and regulatory
burden.

Additions to the system of renewal and branch applications will result in even
greater efficiencies and reduced burden.

STATE REGULATORS AND INDUSTRY

1.

More uniformity in the state application process will enhance the state system and
hopefully avoid further preemption or other federal alternatives.

2. A better information database will be viewed positively as a significant state effort
to reduce fraud and abusive practices in mortgage lending.

3. The system will result in a significant reduction in regulatory burden for the
morigage industry, especially for those companies who operate in more than one
state,

4. The system will enhance the overall image of the entire morigage industry from the
smallest to the largest companies because it will reduce fraud and abusive practices.

SMALL COMPANY BENEFITS

1. The system will allow even one-state-only small companies to gain efficiencies
through on-line filing, faster approvals of applications and better, more
comprehensive information.

2. Small companies that may have been deterred from applying in adjoining states

53

because of regulatory burden will now find it easier to become lcensed.

Small companies with plans to add staff will find it casier and more efficient to
license and renew staff members.
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4 Through efficiencies realized by state regulators from the system, states may be
able 1o find ways to pass along some of their savings to small in-state companies to
further reduce their regulatory burden. Examples could include reduced fees, more
streamlined applications or examinations, etc.

5. Even in-state-only small companies will benefit from an enhanced industry image,
reduced fraud and increased efficiencies from the system.

CONSUMER BENEFITS

t.  Reduced fraud, fewer predatory practices and abusive players in the industry.

Easy access through the Internet for the public about their company or potential
company.

-

tmproved access to regulators and better coordinated regulation.
4. More timely enforcement based on better and timelier information.

5, The system will create a much more transparent, efficient, accessible and consumer-
friendly regulatory environment in the mortgage industry.
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UNIFORM MORTGAGE CONTROL PERSONS INFORMATION

FORM MU2 INSTRUCTIONS
A. GENERAL INSTRUCTIONS

1. FILING ~ Form MU2 must accompany Form MU1, the Uniform Mortgage Lender/Moftgage Broker Application.
Each individual, identified as a control person for the applicant on Schedule A, my; thmplete Form MU2. An
applicant must also refer to each jurisdiction in which it is applying for junsgiéion-spegific requirements.

2. TERMS USED - See the following Explanation of Terms page regarding talicized words/phrases. »

3. UPDATING ~ The applicant must update information about a control gersor e ?r'n each applicable
Jurisdiction by submitting amendments using Form MUZ2. Only complete thelinformatidn that is being amended as
well as the name of the control person and circle the guestion being/famended.

B. FILING INSTRUCTIONS

1. FORMAT

A, Each individual identified as a control person on Schedules A ¢r C mus| completd Form MU2. A fully
completed Form MU2 for each control person is required to bg subnultdd lo eachljurisdiction along with the
applicant’s initial Form MU1. Form MU2 may also accompagly amendmiefits fledion Schedule C. The
applicant should contact the appropriate jurisdiction(s} for additional sgaéciﬁ filingj requirements.

B. Employment history, item 5, provide the full legal name of the compdny. beginning with your current employer.

C. The Acknowledgement & Consent section must ingkide otarized original rhanuaj signature.

D. The Mortgage Lender/Morigage Broker Employniént Re; onjsection must ipklude original manual
signature. /

E. Type all information /

F. Use only the current version of Form MU2 of a reproduchign offit

2. ATTACHMENTS — Provide the following; /

A, Pair of Fingerprint Cards if required by licatfle j/nsdiction(s) per ifem 2. S/

B. Jurisdiction(s) w nduct additiphal background Mvestigations (incliiding p al credit and employment
history) as gfpropriate for ea : S

C. Depending on the jurisdicti solicitors{originators may also need to complete a Form
MU4. Please check with v ion{giltoc venfy the reggirements there.

3. FINANGIAL RESPONSIBILIT diction in whichthe applicant is applying to determine
requirenents for financial resp| by conttol persbns. These may include the submission of
personfcredit repogs, finant . minimurn net worth, or other requirements.

4. JURISDICTION-SPECIFICIREQUIREMEN ith each jurisdiction in which the applicant is applying for
a list of requirements unique tq the jurisdictign(s). wtluding abplicable fees, etc.

EXPLANATION OF TERMS
lowing terms 4re Halicized throughout form MU2.)
1. GENERAL

APPLICANT - Thei hg on r amending this form.

CONTROL { The pl firectly, 1o direct the management of policies of a company. whether through ownership of

securities, by contrg erson that (i) is a director, general partner or officer exercising executive responsibility

{or having similar s directly or indirectly has the right to vole 10% or more of a class of a voting security or

has the powpr to selt ordirect fhe sale of 10% or more of a class of voling securilies; or (i) in the case of a partnership, has the

right to recejve upon dissolulfon, or has contributed. 10% or more of the capital, is presumed to controt that company

CONTROL PERSON - Andndividual named in ltem 1A or in Schedules A, B or C that directly or indirectly exercises control over

the applicary g

EMPLOYER or EMBL{YMENT ~ This term is used throughout this form regardiess of whether the relationship involves a W-2

status “emp yee%r 2 1099 status “independent contractor.” Check with the jurisdiction(s) for specific requirements or

restrictions

Version 2005 Septt

yo/such retationships



JURISDICTION - A state. the District of Columbia, the Commonwealth of Puerto Rico, or any subdivig)

thereof.

PERSON - An individual, partnership, corporation, trust, or other organization.
FOR THE PURPOSE OF ITEM 6
CHARGED - Being accused of a crime in a formal compiaint, information, or 4

ENJOINED - Includes being subject to 2 mandatory injunction, prohibit
temporary restraining order.

FELONY - For junisdictions that do not differentiate between a felony aphd a [
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jon or reguiatory body

nk (or ialent formal charge).

tidn, prefiminary injunction, or a

or7a felony is an offense

punishable by a sentence of at least one year imprisonment and/or a fine ¢f at !eas $1:000. [ The term also includes a
general court martial

FINAL ORDER - A written directive or declaratory statement issueq” by an appfdpriate] federal or state agency
pursuant to applicable statutory authority and procedures, that constitutes a final dispogition ¢r action by that federal or

state agency

FINANCIAL SERVICES OR FINANCIAL SERVICES-RELAXTED -
insurance, consumer lending, or real estate (including, buyhot imited
savings association, credit union, mortgage lender or moptgage broker,

eftaning jto se¢untiey, /commodities, banking,
0, gcting Bs or being asdociated with a bank or

FOREIGN FINANCIAL REGULATORY AUTHOR ? finapeial $ervices authonty of a foreign country;

{2) other governmental body empowered by a Aorgign-go admnisfer or
regulation of financial servics
function of which is to regys/te the Rartici|

FOUND - Includes adferse final acjond,
. but does not in

denied the findin:

INVOLVED ~ Dojng an
failing reasonably to supl

MISDEMEANOR - For

an offense punishable b
also includes a special ¢

ORDER — A wri

LHCY 9r o
ervisejanathgr in

purt martial.

financial i ivities | and {3) 3 foreigh-pfembership organization, a
93?3 13l Benvicgs activities listed above

which the respondent has neither admitted nor
letlers, ~examination reports, memoranda of
gﬂes,,l ions of matters.

urisdigtions tha 7 i { en a felony and a misdemeanor, a misdemeanor is

a sehtence]of ar irpprisonment andfor a fine of less than $1,000, The term

en.: di

suspension, of f

fimitations on acti

ity or

tnciud

PROCEEDING —
organization or @

oreig)

ncial fegulalafy authority, a felony criminal indictment or information (or equivalent formal

charge}, or a mi

fitigation, investigal
information (or eqpi

Version 2005 Sepit

Gr-cririflal information {or equivalent formal charge). The term does not include other civil
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FORM MU2 CONTROL PERSONS INFORMATION QFFICIAL USE

UNIFORM MORTGAGE LENDER/MORTGAGE BROKER ARPLICATION

Date of filing:

timgly bssis, or otherwise to comply with the

WARNING: Failure to keep this form current and to file accurate supplementary information ith
orfgagy brokkr may violate the faws of the jurisdictions

provisions of faw applying to the conduct of business as a mortgage lender o
and may resuft in disc v, i ive, inj ive or criminat action.

INTENTIONAL MISSTATEM:! -
OR OMISSIONS OF FACTS MAY CONSTITUTE/CRIM!

L VIOLATIONS.

) ¥o pmend, circle items being

APPLICATION [ ] RENEWAL [T AMENDMENT [ (effective dat

t Individual's identifying nfosmation
A. Fulilast. first and middle names:

{astname Furst name Full ahddle name . Suffix
B. (1) Social Security Number: -4(2) Gender:
3 mdie {J Femate
€. (1) Date of Bith (MM/DD/YYYY) () State/Provinge of Bintl 3 Country of Birth
D. List all other name(s}) you have used or are using. or by whicp-¥au ate khow of hate beenfknown| other than your legal name, since the age
of 18, This field should include for examy icknames, aliases! ang nanjes lused bef 'xaqe Use addil sheets as y
Name 3 ame Name

E. M this filing makes a name change on behalf of the ifdividual enter the nel namg and atlach. suppoiting legal documentation

) -
Last name First name FUll hdie name Suffix
£, Office of Employrw'ess {Do not uge & H.Of Box) L3 f this §ddress is your private residence, check this box
¥ :
TNumber and Sire [// 1C8ds State/Country] (ZipraiPostal Coas)

G. Curtent Residénce address) «f different

(NupBer ana Siert R TGy iState/Country! ZipsaPostal Cogs)
.
H.  Teteghone Numbers and e-mail 3ddress -
Busifess phony re» ne
N

{Area gaag) Halephons Humpkr). trea Code) {Teiophone Number)
Cell phone
{Ares dode) {Thisgt R e 5
2 i
[my] thatt am iirfg, have or pfomptly will submit to the iate jurisdic wo int cards as required
Fingerprin} Card : [ R
O tam applyinghs a anlfUlb rson poly-in Jurisdiction(s) that do not require me to submit fingerprint card(s)
S G

L PERSON'S ACKNOWLEDGMENT & CONSENT:
1. 1swear or affjrrathal | haye read dnd un and the tems and instructions on this form and that my answers {including attachments) are true ang
complete to the best-of inyknowiedde. 1 undferstand that | am subject to administrative, civil o criminal penalties if { give false or misleading answers.

2. 1 authorize aff my current and idrmer employers. law enforcement agencies, and any other person to furnish to any jurisdiction, or any agent acting
on its behalf, any informmation they have, including without limitation my creditworthiness, character, ability, business activities, educational background,
general reputatian. history vf myempioyment and, in the case of former empioyers, complete reasons for my termination.

Date (MWDD/YYY] Signature of Contro! Person

Subscribed and bwotrbefore me this day of N
Print Notary Pubtic Name Month Year
|_My Commission expires (MMIDDIYYYY) County of State of Notary Signature

MORTGAGE LENDER/MORTGAGE BROKER EMPLOYMENT REPRESENTATION
{1) To the best of my knowledge and belief, the control person is currently bonded where required. and, at the time of approval, will be familiar with the
Statutes. reguiations. and rules of the jurisdiction(s) with which this application is befng filed, and wil be fully qualified for the position for which
application is being made herein. (2) | have taken appropriate steps to veiify the accuracy ang of the in and with
this application. (3} | have provided the controf person an o review the herein and the controf person has approved
this information and signed the form

Date (MDD VYY) Name of Morgage Lender/Mongage Broker
By
Signatare . Punt Name and Title
This page must always be in tull with original, manual signature and notarization. Affix notary stamp or seal where applica

DO NOT WRITE BELOW THIS LINE - FOR OFFICIAL USE ONLY
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{company name)

3. Residential History: Starting with current address (tem 1G), give all addresses for the past 10 years. (ARtach additionsi sheets as ]
necessary )
From To Street Address City State or 2
- . P or Country
MMYYYY) | IMMYYY Y Province Postal Cefap
/il
|V .
4 E History: Piovide complete employment history for the past 10 r-alt tide mc!uﬁng full & flart-time
employments, selt-employment, military service, and homemaking. Also b full exiended
travel etc. Indicate by "Yes” or "No” whether this was finanglal s Lisings: sheets as needed )
From To Employer Position Hel Country YesiNo
MAYYYY) YY)

5. Other Busingss: Atey

otherwise? {Please inch
as tax exempt) HYES
address of the other bus
your ; the

de ted 4

ness: the natpre of

O No [ YES

other business. (Attach

i shéets as/'eedev.
details:

tly engdged in jany her bisiness either as a proprietor, partner, officer, director, employee. trustee, agent or
i fctivity that is exclusively charitable, civic, refigious, or fratemal and is recogmzed
provide the following detaild: $he dame of the other business. whether the business is financial services-related; the
e othkt busigess; your position, title, or relationship with the other business. the start date of
nugnber of) you devote to the other business, and briefly describe your duties refating to the

6 Disclosures: If the ans
explanation of terms sef

et 10 any of the'following is "YES", provide complete details of all events or proceedings in an attachment. Refer to the

tion of the mstrgctions for explanations of ftalicized terms.

A Within the past ten yea)
{1} have you filed a pe|

(2) based upon eventy

the subject of an invoiy

Financial Disclosure

B Has a bonding company ever denied, paid out on, or revoked a bond for you?

C Do you have any unsatistied judgments or liens againsi you?

oo oo

oo oo

Vergon 2005 ¢
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Criminal Disclosure YES | NO
D. Have you ever: .
{1} been convicted of or pled guilty or nolo contendere ("no contest”) in a domestic, foreign, or military court to any fejony? ] ]
{2} been charged with any felony? [ ]
E. Based upon activities that occurred whil you exercised controf over it, has an organization ever: .
{1} been convicted of o pled guilty or nolo contendere ("no contest”) in a domestic, foreign, or mititary courtto ang febny? ] 0
(2) been charged with any felony? a 0
F. Have you ever: . /
{1) been convicted of or pled guilty or nolo contendere ("no contest”) in a domestic, foreign, or mifitary cowt to a mrsdemdanor o |l0o
involving. financial services or a financial services-refated business or any fraud, false statements or omigsions| theft or an)
wrongful taking of property, tribery, perjury, forgery, , extortion, of a to cpmimit pny ofthese offenges?
{2) been charged with a misdemesnor specified in 6F(1)7 ]
G. Based upon activities that occurred whil you exercised controf over it, has an organization ever
{1) been convicted of or pled guilty or nolo contendere ("no contest™} in a domestic, foreign, or nilitary couftilo a misdemeanor m] O
specified in 6F (1)
(2) been charged with a misdemeanor specified in 6F(1) [n ]
Regutatory Action Disclosure
H. Has any State or federal regulatory agency or foreign financial reguialory authortf ever
(1) found you to have made a false statement or omission or been | gntair of (] 3
(2) found you to have been involved in a violation of a financial sen of §tatute(p)? [} £
(3) found you 1o have been a cause of a financial services-related businegs havy o dp busingss dened 0 ]
suspended, revoked or restricted?
{4) entered an order against you in conneg with a financial Jervicp sfefateq achvity o 0 O
(5) denied, suspended, or revokedy/( jion or i by ofder prevented you trom m] ]
with a financial 1; Xusme
{6) denied, . of reyeked your idn or ficense. by cyder. pi you from {1 |m]
with a fma ial it o bsindss of restricted your actiyitied?
(7) barred you from associkition with-an entity regujated by sul uthiprty. aggncy, DY/OH(CEF_ or from engaging in a 0 0
financial services-relatid busins
(8) issued a final order baded on- CFany Taw or L or e conckict? | [ | O
1. Have you ever had an 7 to act @gs an altorrkey, acd] déral contracior that was revoked or 3 0
suspended? :
J. Are you now the subject of ary Y hat-co answer to any part of 6H or 617 010
Civit Judicia] Disclosure
K. (1) Has any domestic or foreign cpurl ever:
{a) enjoined you in Ction With any finandial i activity? =] 0
(b} found that you wer ‘involved in a fiotatioh of aby Faasicial services-related statute(s) of regulation(s)? 0 )
(c) g pursuarf té 3 féﬂcral fated civil action brought against you by a State. Oo|o
federal, of foreign finafcial mg%{or’y authprity?
{2) Are you named in any pending ﬁnahciai ervices-related civit action that could result in a "yes” answer to any part of 6K{1)7 [} [m]
“Eustorler ivil Litigation Di
L. Have you ever been 1] P in a financial i fated itialted or civil
fitigation which
{1} is stilt pending: or a0 0O
(2) resulted in an fard or civit against you, of amount, or that required corrective action; or ] ]
(3} was setiled for any amBunt? 0o O
Termination Disclosure
M. Have you ever voluntarily resigned, been to resign after were made that accused you of,
(1) violating statute(s}. regulation(s), ruie(s), or mdustry standards of conduct? ] a
(2) fraud, dishonesty, theft, o the wrongful taking of property? ) ]
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UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION

FORM MU1 INSTRUCTIONS

GENERAL INSTRUCTIONS

1. Form MU1 is the Uniform Mortgage Lender/Mortgage Broker Application

/

/

pp/lz/an for a Morlgage Lender or a

Mortgage Broker license may apply 1o jurisdictions that have adopted the Yhifojm Application using Form MU1. An

TERMS USED - See the following Explanation of Terms page regarding itajfcized worfis/phras
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rements.

\e jurisdi 'Iibn in which it is licensed

by submitting amendments using Form MU1. Only complete the informatjon thgt is Being-amended as weill as the name

of the applicant and circle the question being amended.

4. CONTACT EMPLOYEE - The individual listed as the contact employee njust b€ ald honzed’éreceive all compliance and
ficensing information, communications, and mailings, and be responsiple for disseminating it within the applicant’s

organization.

. FILING INSTRUCTIONS
1. FORMAT
A. A fully completed Form MU1 is required to be submilt dictipn when the aplicant is filing for the first
time. The applicant should contact the appropriate ju/isdiction(s}ifor specific filing requiretnents, including applicable
fees.
The Execution section must include notarized origi | sigrjaturg, for [he initial FormMU1 filing.

C‘ Type all information.

D. Use only the current version.of Form MU1 gad i u|7€ or a teproductipn of them,

2. ATTACHMENTS - Proy)dé\he foliowing,

Schedules A, B-4nd C ~ File Sched
A and B as negded
File a Form MUZ for each individual

Enciose a Ce
applicant obta
if the applicant
Some jurisdich

mo Ow

ificate 6f Good Standing

ules A E B onfy w/y( nihal ppications. Use Schedule C to update Schedules

desighated o Schiedyle A of C a8'a “controf person”.

frém the [Secretapy of State or similar state authority for the state where the

ned ity legalistatusilisted in ftem 3¢ and Jupsdiction(s} for which the applicant is applying.
is'a pprtnerghip offank form, enclose a copy e partnership agreement.

with the jurisd

fion{d) to ddtermije sch

m

The name, fidl

delivery address;

with the jurisd

tion{d) to determine if the

you are applyi

ng.

G. Depending on
complete a Fof
H. Depending onl

Jurisdiction(s} {o verif 1
3. FINANCIAL RESPONSIBILITY /- Check

requirements for
minirmum net worl

4. JURISDICTION-S
requirements uniq

the jun uat

fon{s) Jequirg. sepafate filings for ube.of fictilous name/trade name/doing business as name(s). Check

requirenients, axid attach a copy of such filing if required by that jurisdiction.

ndifelephone nunberof the registered agent for service of legal process. Check

rggistered agent is required to be located within the jurisdiction(s) in which

lopn officers (also called "loan solicitors” or “loan originators”) may need to

rm MU
the juri:

PECIFICREQUIREMENT

sion 2005 Sep!

‘withlyour chosen jurisdiction(s) to verify the requirements there
yf(ices may need to complete a Form MU3. Please check with your chosen
s th

ere.

S — Check with each jurisdiction in which the applicant is applying for a list of

& to [He jurisdiction(s), including applicable fees, records retention, etc.
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EXPLANATION OF TERMS
{The following terms are italicized throughout form MU1.)

GENERAL

APPUICANT - The mortgage lender or morigage broker applying on or amending this form. The only ingtatice in which the applicant is an

individual is in the case of a sole proprietorship.

CONTROL - The power, directly or indirectly, io direct the management or policies of a copfpany] why ther through ownership of securities,

by vontract, or otherwise. Any person that (i) is a director, general partner or officer e

eising
status or functions), (i) directly or indirectly has the right to vote 10% of more of a classpia vo:n:f sgeunty o

bnsibility (or having simitar
/;:s the power to sell or direct

the sale of 10% or more of a class of voting securities; or (iii) in the case of a partnerghip. has the right to receie upon dissolution, or has

contributed, 10% or more of the capital, is presumed to control that company.

CONTROL PERSON - An individual named in jtern 1A or in Schedules A, B or
applicant.

that girectliy or indwectly lexercises control over the

JURISBICTION ~ A state, the District of Columbia, the Commonwealth of Puerto Ricd. or any subdmsionor degulatory body thereof

PERSON - An individual, parinership, corporation, trust, or other organization.

FOR THE PURPOSE OF ITEM 8

(or‘

CONTROL AFFILIATE — A person named in tem 1A or in Schediules A B orz’ as & controf persort
that directly or indirectly controls, is under common control with, 6f 15 controlldd

one performing only clerical, administrative, support or simil funcho . 0F- whq, regardiess bf title,
senior policy making authority

ENJOINED - includes being subject to a mandajory’ifiju
order. N
FELONY - For jurisgiiions i

s that egra felony and a
of at least one yegr mprisonment

d/or a t' ne

formaticharge).

or any othgr individual or organization

by, the applicant, pcluding any current employee except

erforms no lexecutive duties or has no

/

cﬂo)éroh HOTY injunction. i Hinary yWor a temporary restraining

7. & felony is an offense punishable by a sentence
includes a gpneral count martial.

FINANCIAL SERVICES OR:FINANCIAL ;SEFRVI iningito sqcurities, commodities, banking, insurance, consumer
lending, or feal estate: (xnc!udmg. bul notliifmited 19 acting ag/or bejhg agsaciate with a bdnk or savings association, credit union, mortgage

lender or mongage broke

FOREIGN F!NANC i GULATDRY -AUTHORITY mcm es (1) a“findncial services authority of a fore;gn country, (2) other

govermnmental body 3
financial sgrvices- rtlated aj tivities;
members i financigl servicds activities ipled abi

forgign rce its laws relating to

nd {{3) & fgrei jzation, a function of which is to regulate !he participation of its

FOUND - Includes jad [fi na! acfions] including consent decreek in which the respondent has neither admitted nor denied the findings,
but does ndt incitide ag: ents, degfick Y fetters, i ports, memoranda of understanding, letters of caution, admonishments,
and similar [infor iphs-of matter;

INVOLVELD ~ Domg an acf of ‘Gmission ‘oF-aid| ng, abetting, counseling, commanding. inducing, conspiring with or failing reasonably to

supervise gnother ff) doing in act of omigsior

MISDEMEANOR = For jurfsdictior
by a senterjce of legs thapt one yehr imprisoprient and/or a fine of less than $1,000. The term also ing

that Ho not aifferentiate between a felony and a misdemeanor, a misdemeanor is an offense punishable

fudes a special count martiat.

ORDER - R wriller] gifective isgued purSuant to statutory authority and procedures. including orders of denial, suspension, or revocation;
does not irjclude sgecal stiputtions, undertakings or agreements retating 1o payments, limitations on activity or other restrictions unless

they are indluded iy an order /

PROCEEDING - inciudejlormai administrative or civil action initiated by a gi agency,

H-regulatory organization or a foreign

financial rdgulsatory aulhdrity, a felony criminal indictment or information (or equivalent formal charge), or a misdemeanor criminal
information (ot;y&m formal charge). The term does not include other civit iitigation, investigations, or arrests or simitar charges

effected in Jhe abserce of a formal criminal indictment or information (or equivalent formal charge).

Fsi0m 2005 Sept
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FORM MU1 UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION OFFICIAL USE |50,
PAGE 1
{Execution Page) | Date of Filing: Effective Date

NARNING: Faiture to keep this form current and to file accurate supplementary information on a timely basis, or the failure to keep accurate books
and records of olherwise to comply with the provisions of law applying to the conduct of business as a mortgage ender ot morigage
brcker may violate the laws of the jurisdictions and may result in disciphnary. admistrative, injunctive or criminal action

INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS.
NEW APPLICATION [] RENEWAL[] CLOSURE [} AMENDMENT [} To amend, circle item(s) being

3 Exatt name, principal business address, mailing address, i different, and telephone numbers of applicant.

A Fuli name of applicant. B
{it suie propretor, provide tast. first and middie name)

RS Employer Identification Number
(Sozal Securly No is alowed fr Sole PrODIENOrShIp)

G. {1} Name under which business primarily is or will be conducted. if difierent from ltem 1A

(21 List any other name(s) by which the apphcant conducts or will conduct business and the jurisdiction(s} in which they are or will be used
i sheets as necessary

Vurisdictian R Name tunsdtct/on

yurisdiction A, Name urisdiction

D. if this filing makes a name change on behalf of the applicent, enter the rew name and specify whether the name change is of the
{7 applicant name (1A} or [[] business name (1C)

E. Main address: {Do not use a P.O. Box)

Nombar and Soer Ciy StataiCountry T+ atPosial Cotie
F. Mailing address, if different

PO Box o Number ana Street iy SistelCountry Fipraiastal Code
G. Telephone Numbers and Website address:

Business phone Fax ling

s Coda Velephone Humber Acea Code Teiophone Number

R URC
H. Other than the office in 1E, does the appficant conduct business with consumers through branch offices or other business tocations?
{1 YES [INO  (in certain jurisdictions, branch offices or other business locations must be reported or approved. Use Form MU3.)
1 Contact Employge:

Name and Tite Area Code Telephone Number
Humber and Strest City StateiCountry Zipraipostal Code
E-mail Address Fax Namber

J.  Employee authorized 1o respond o consumer complaints:

Name and Tike Ava Love Teiephone Number

ot and Steel Gy ShatelCountry Zip+abosal Code

 fan Address Far Numb: -
K. Physical address of location where the official books and records of the applicant will be kept. Check each jurisdiction for specific secords
retention requirements,

Orgarizauon Name (1 Gfferart for apphcanti of Records Cusiodan Hame Asea Code Teraphane Numbos
Number and Sireet < Zipraioaal Coae,
ZXECUTION:

fhe undersigned, being first duly sworn, deposes and says that he/she has executed this form on behalf of, and with the authority of, said applicant,
The and applicant that the ion and herein, inciuding exhibits attached hereto, and other information
ited herewith, all of which are made a part herect, are current, true and complete. The undersigned and applicant further represent that to the extent
sny information previously submitted is not amended such information is currently accurate and complete.

Site (ADOITYY Name of Agpican
Signature Frint Name and 100
3ubscribed and sworn betore me this day of
Frint Natary Popic Name Tont Year

“expries MMIDDIYYYY. Eouvrly of Sighe of Notary Sgroture ]
e must always be in full with original, manual signature and notarization. Affix notary stamp or seal where appli i
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2. Enter appropriate number in the box(es) for each ,um’sd/clloq

Enter 0" if appicant is not and does not intend to do in that j iction as a gage lender (ML) and/or mortgage broker (MB)
Enter “1" f applicant is newly applying in that jurisdiction as a mortgage lender (ML) and/or montgage broker (MB)
Enter "2 if applicant has a pending ication in thal jurisdiction as a fender (ML} and/or morigage broker (MB).
Enter 3" if applicant is already i g in that asa iender (ML} and/or morigage bquev (MB)
Enter 4" if applicant is doing or will do business there, but that ion does not gister this business activity
ML mMB ML mMB ML MB ML MB
abama Iinois lontana tuem Rico
aska indiana INebraska [Rhode fsfand
Zona iowa iNevada [South Carofina
kansas ansas iew Hampshire iSouth Dakola
Httornia -~ ORE IKentucky jew Jarsey Tennessee
shformia - DOC Louisiana iew Mexico [Texas - OCCC
Slorado aine jew York exas - SML
Snnecticut aryland INorih Carolina tan
Slaware Massachusetts Norih Dakota esmont
Strict of Solimbia, Nchigan o gnia
onda linnesota kiahoma \Washington
Forgia Riississippt regon West Virginia
awai fssoun Pennsylvama fisconsin
aho issoun {Pennsyivania Ayoming

3 A indicate legal status of apphicant.

[J Corporation T} Sole Proprietorship 3 Other (specify)
O Pantnership ] Limited Liability Company

B, Applicant's fiscal year end (MMWDD):

C. i olher than a sole proprietorship, indicate date and place appficant obtained its legal status {i.e, state or country where incorporated, where
partnership agreement was filed, or where applicant entity was formed)

State/Country of formation: Date of formation imporvyYT):

D. ¥ appiicant is a publicly traded corporation, please insert stock symbol:

A. Directly or indirectly, does applicant controf, is appiicant controlled by, o is applicant under commeon control with, any person that is YES NO
engaged in the business of a mortgage lender or mortgage broker? f no, go to 4B. =]

{check only one for each refationship, attach additional copies as needed)

This ip, G . o G
Farinership. Corporation, or Orgamzabon Name

O controls applicant {3 is controlied by applicant [J is under commeon control with applicant
Number an Sueel City SrateiCountry Zipraostal Code
Briefly describe the controf i ip, including an izati chart which shows the ji . Use iti sheets for if necessary.
B. Directly or indirectly. is applicant controlled by any of the following? I rio, go to 5. YES NO
{J Bank Holding Company {7} National Bank ] State Member Bank of the Federal Reserve Systern
{3 State Non-Member Bank [ Savings Association/Savings Bank L] Credit Union [} Foreign Bank [ Thrift Holding Company

Finsncia) Inshtation Name.

Rt and Shroet Ty SralerCountry ZpraiPosial Code
Briefly describe the control p. including an chart which shows the i p. Use sheets for i

Schedule A and, if applicable, Scheduie B musi be completed as part of ali inifial apphcations.
nis to schedules A and B must be provided on Schedule G as changes occur.

»sion 2005 Sep!
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5. Check type(s) of morigage refated business engaged in {or lo be engaged in. i not yet aclive) by appiicant

Fust mortgage Joans

Second mortgage loans

Home eguity loans, including lines of credit

Loans guaranteed by the Federal Housing Administration (FHA)

£oans ¢ by the Veterans (VA)

Reverse mortgage 0ans

High cost home loans {refer to various state definitions of covered transactions)
Morigage Servicing

Other morgage products and services(lf “yes”, briefly describe below)

Credit insurance

=
m
o

crTIETMMoOOD®
[t o o o o

6. Does applicant engage in any non-mortgage-related business?

YE!
i "yes” briefly describe

NO
O

7 Does appiicant occupy ot share space with, of jointly market with, a real estale company of settlement company? YES NO
I "yes” provide the name of that other company.

D(II

3 1f the answer to any of the following is "YES". provide compiete details of ail events or inan Refer 1o the
section of the instructions for of ialicized tesms. Remember to file updates of these di as needed over time.
Criminal Disclosure YES
A Has the appticant ot a controt affihate ever [m}
{1} been convicted of of pled guilty or nolo contendere {"no contest”} in a domestic, foreign. or mifitary court to any fefony?

(21 been charged with any felony? 0

of terms

oo o3

B. In the past ten years has the applicant or a controf affiliate: ]
{1} been convicted of or pled guilty or nolo contendere {"no contest”) In a domestic, foreign, or military court to a
misdemeanor involving: financial services of a financial services-related business or any fraud. faise statements or
omissions, theft or any wrongful taking of property, bribery, perjury, forgery, . extortion, or a o
commit any of these offenses?

{2} been charged with a nusdemeanor specified in 58(1)? [}

]

Requtatory Action Disclosure
C. Has any State or federa! requlatory agency or foreign financial requiatory authority ever:

(1} found the appicant or a control affiliate to have made a false statement or omission or been dishonest. unfair or
unethical?

]
]

{2} found the applican! or a control affiliate 1o have been involved in a violation of a financial services-related regulation(s} or}
statute(s)?

(3) found the applican! or a control affiliate to have been a cause of a financial services-related business having its
authorization to do business denied, suspended, revoked of restricted?

(4) entered an order against the applicant or a controf affiliate in connection with a financial services-related activity?

(5) denied, suspended, or revoked the applicant's or a controf affiliate’s registration or license or otherwise, by order,
prevented it from associating with a financial services-refated business or restricted its activities?

D. Has the applicant’s o a controf affiliate’s authorization to act as an attorney, accountant, or State or federal contractor ever
been revoked or suspended?

o o oo oo
oo oo oo

E._ is the applicant or a control affifiate now the subject of any regulatory proceeding that could result in a “yes” answer o any
part of 5C7

Civil Judicial Disclosure
F. (1) Has any domestic or foreign court:

{a) in the past ten years enjoined the applicant o1 a controf affiliate in connection with any financial services-related
activity?

]
o

(by ever found the applicant or a controf affiliale was involved in a violation of any financial services-relaled statute(s) or 0 ]
regulation(s)?

{c) ever di pursuantto a a financial servic Jated civit action brought against the
applicant or control affiliate by a State or foreign financial regulatory authority?

{2) s the applicant or a control affiliate named in any pending financial services-refaled civil action that could result in a 0 8}
“yes” answer to any pad of 5F(1)7

Financial Disclosure

G. In the past ten years has the apphicant or a controf affiliate been a morigage lender or a morigage brokes of a conirol [}
affiiate of a morigage lender of a mortgage broker that has been the subject of a bankruptcy petition?

H. Has a bonding company ever denied, paid out on, or revoked a bond for the applicant?

oo
oo

1. Does the apphicant have any unsafisfied judgments of iens agamst it?
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Sc iy OFFICIAL USE
. Applicant Name: S————
DIREC
EXEC'
(Answi Date: ___
1. Usc il 1 new applications to provide information on the direct owners and executive officers of the applicant. Use Schedule B in new
appn. 1 -+ information on indirect owners. File all amendments on Schedule C. Complete each column,
2. Listbelow s of
(8} each¢  person and executive officer, including Chief Executive Officer, Chief Financial Officer, Chief Operations Officer, Chief Legat Officer,
Chief-  j.ance Officer, Director, and individuals with similar status or functions;
(b} inthe of an applicant that is a corporation, each shareholder that diecily owns 10% or more of a class of a voling security of the applicant,
unles spicant is a publicly traded company,
Direc < .aclude any person that owns, beneficially owns, has the right to vote, or has the power to sell or direct the sale of, 10% ormore of 2
class «. security of the applicant. For purposes of this Schedute, a person beneficially owns any securities (i) owned by histher chiid,
stepc s hild, parent, X spouse, sibling, moth law, father-in-faw, Jaw, daughter-in-faw, brothy law, or
sister ng the same residence; or (i) that he/she has the right to acquire, within 60 days, through the exercise of any option, warrant of
right te e the security.
(€} inthec an applicant that is a parnership, ail general parlners and those limited and special partners that have the right to receive upon
dissoh « have contributed, 10% or more of the partnership's capital
@) inthec .1 a trust that directly owns 10% or more of a class of a voling security of the applicant, or that has the right 1o receive upon dissolulion,
orhawe  ubuted, 10% or mare of the applicant's capital, the trust and each trustee;
{e} inthec. 1 an applicant thatis a Limited Liabitity Company ("t1.C"), (i} those members that have the right to receive upon dissolution, or have
contib: 10% or more of the LLC’s capital, and (i) if managed by elected managers, all elected managers; and
{fy incerta saictions, other required persons, including "qualified persons” or branch supervisors. Check with the jurisdiction{s} in which the
apphca w0ptying for details.

3. Ase there any

«oct owners of the applicant required to be reported on Schedule B? D Yes D No

1. Complete the
shargholders

+1 or Status” column by entering board/management titles, status as a partner. trustee, sole proprietor, or shareholder; and for
tess of securities owned (if more than one is issued)

3 {a) inthe (.

contro '
{b} Inthe #u.

ol Person” column, enter "Yes™ if the person has “control’ as defined in the instructions fo this form, and “No" if the person does not have
+2 that under this definition, most executive officers and all 10% owners, general partners, and trustees would be “contro! persons”.
_ly Traded” column, i the owner is a publicly traded company, enter the stock symbok; otherwise enter "NA™.

FULL LEGAL NAME Title or Status. % Control Publicly 8.8. No., IR§ Tax No.
{Individuals: Last Name, First Name, Middle Name Qwnership Person Traded or Employer ID
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Schedule B Applicant Name _ OFFIGIAL USE
INDIRECT OWNERS —

{Answer for Form MU1 item 4)

Date:

Use Schedule B only in new applications to provide information on the indirect owners of the applicani. Use Schedule A in new applications to provide
information on direct owners. File all amendments on Scheduie C. Compiete each column,

With respect to each owner fisted on Schedule A, (except individual owners), list below

{a) mthe case of an ownerthatis a each of its that

the sale of, 25% or more of a class of a voting security of that corporation;

For purposes of this Schedule, a person benehcxaﬂy owns any securmes (v) owned by hlslher chs!d stepchifd, grandchild, parent, stepparent,

grandparent, spouse, sibling, moth , Of Sist law, sharing the same residence,

ac {u} that hefshe has the right to acquice, W\{hm 80 days |hrough the exercise of any optmﬂ warrant of right to purchase the security

in the case of an owner thal is a partnership, all general partners and those limited and special pariners that have the right 1o receive upon

dissclution, or have contributed, 25% or more of the partnership's capital;

{d)  inthe case of an owner that is a trust, the trust and each irustee; and

{8} mthe case of an owner that is a Limited Liability Company (“LLC"), (i) those members that have the right to receive upon dissolution, or have
contributed. 25% or more of the LLC's capital, and {1} if rmanaged by elected managers, all elected managers.

owns, has the right to vote, or has the power to selt or direct

(b}

s Continue up the chain of ownership fisting all 26% or more owners at each level. Once a public reporting company is reached, ne ownership information
furthe: up the chain of ownership need be given.

I Comple‘e the Status” column by entering status as a partner, trustee, L etc. ang if , class of it
issued)

inthe”

owned {if more than one is

ublicly Traded” column, if the owner 1s a publicly traded company, enter the stock symbol: otherwise enter "NA”

TFULL TEGAL NAME Entity in Which Interest Stalus % Bubiicly S8 No., IRS Tax No. |
{Individuals’ Last Name, First Name, Middie Name is Owned Ownership Yraded ar Employer 1D
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~ Schedule C
AMENDMENTS TO
SCHEDULES . 8 B

{Amendments 10 & for
Form MUT 1t

Applicant Name:

Date:

OFFICIAL USE

This Schedule is uses o amend Schedules A and B of Form MiN. Refer to those

Complete each column.

for

for specific

this Schedute C.

% Inthe Type of Amendinent ("Type of Amad."} column, indicate "A” {addition), *D" (deletion), or “C” {change in information about the same person).

3. List below all changes to Scheduie A [DIRECT OWNERS AND EXECUTIVE OFFICERS):

FULL LEGAL NAME Type Title or Status. % Controf Publicty 5.5, No., IRS Tax Na.
{Individuals: Last Name, First Name, Middie Name of QOwnership Person Traded or Employer 1D
Amd.
1. List below all changes to Schedule B (INDIRECT OWNERS):
i FULL LEGAL NAME Type Entity in Which Status % Publicly $.5. No., RS Tax No.
{Individuals: Last Name, First Name, Middle Name of Interest is Ownership Traded of Employer 1D
Amd. Owned

wsion 2008 Sept
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UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION

FORM MU1 INSTRUCTIONS

GENERAL INSTRUCTIONS

1.

Form MU1 is the Uniform Mortgage Lender/Mortgage Broker Application. An
Mortgage Broker license may apply to jurisdictions that have adopted the jhifofm
applicant must also refer to each jurisdiction in which it is applying for jurisdi fon- Spec]

pplicant for a Mortgage Lender or a

ppication using Form MU1.
fic reguitements.

An

rvion 2005 Sept

2. TERMS USED - See the following Explanation of Terms page regarding itaj p X

3. UPDATING ~ The applicant must update information when required in eath: app mat(e Jurisdittion in which it is ficensed
by submitting amendments using Form MU1. Only complete the information thpt is being amgnded as well as the name
of the applicant and circle the question being amended.

4. CONTACT EMPLOYEE - The individual listed as the confact employee njust b& as honzecﬂérecewe all compliance and
licensing information, communications, and mailings, and be responsible for gisseminating it within the applicant's
organization

. FILING INSTRUCTIONS Ve

1. FORMAT

A A fully completed Form MU1 is required to be submitts dictign when th plicant is filing for the first
time, The applicant should contact the appropriate s pecific filng requirements, including applicable
fees

B. The Execution section must include notarized origi . for fhe inihal FormMU1 filing.

C. Type ali information

D. Use only the current versto/o\f Form MU1 ahd n of them

2. ATTACHMENTS - Provxj’e the following

A Schedutes A. B nd C - File Schedules A B onfy wy s Use Schedule C to update Schedules
A and B as nefded

B. File a Form MU2 for each individual desigpated of - Scif a"control person”.

C. Enclose a Cettificate/¢f Qood Standing from the [Secrétary of Stale or similar state authority for the state where the
applicant obtalned 11 leg listed in Ttern 3G and Jof the'jugisdiction(s) for which the applicant is applying.

D. ifthe applicaniis a partne(! Hip offany formy, enclose a copy e partnership agreement.

E. Some jurisdicion(s) fequirg sepalate filings for ube of fictifous name/trade name/doing business as name(s). Check
with the jurisdiction(d) to determirle such réquirements; .axd attach a copy of such filing if required by that jurisdiction

F. The name, full delively address, andletephone nupbsrof the registered agent for service of legal process. Check
with the jurisdiction{s) to determine if the registered agent is required to be located within the jurisdiction(s) in which
you are applying. :

G. Depending onithe jusisdictjon, infiividual lopn officers (also called “loan solicitors” or “loan originators”) may need to
complete a Fopm MUA4. Please theck withlyour chosen jurisdiction(s) to verify the requirements there.
Depending oni'the jurisdj L(oﬁ%ces may need to complete a Form MU3. Please check with your chosen
Jurisdiction(s) {o-verig s there.

3. FINANCIAL RE! FONS BILITY ~ Check with each jurisdiction in which the applicant is applying to determine
requirements for financial respgnsibility. These may include the submission of financial statements, surety bond(s),
minimum net worth, of other requirements.

4. JURISDICTION-SPECIFICREQUIREMENTS - Check with each jurisdiction in which the applicant is applying for a list of
requirements uniqhe 1o $He jurisdiction(s), including applicable fees, records retention, etc.

v
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EXPLANATION OF TERMS
{The ing terms are italicized throughout form MU1.}

GENERAL
APPLICANT - The mortgage lender or mortgage broker applying on or amending this form. The only inflance in which the appficant is an

individual is in the case of a sole proprietorship.

CONTROL - The power, directly or indirectly, to direct the management or policies of a CM whether through ownership of securities,
by contract, or otherwise. Any person that (i) is a director, general partner or officer i phnsibility (or having simiar
status or functions); {ii} directly or indirectly has the right o vote 10% or more of a class &f a voting sdcurity ch/h: the power to sell or direct
the sale of 10% or more of a class of voting securities; or (iii} in the case of a partnerghip; has e right to receiye upon dissolution, or has
contributed, 10% or more of the capiial, is presumed to control that company. 3

CONTROL PERSON - An individual named in Item 1A or in Schedules A, B or ¢ that

irectly or indirectly jexercises control over the
applicant, 8

JURISDICTION - A state, the District of Columbia, the Commonwealth of Puerto Ricd, of any supdwision o jegulatory body thereof.

PERSON - An individual, parinership, corporation, trust, or other organization,

FOR THE PURPOSE OF ITEM 8

CHARGED - Being accused of a crime in a formal complaint, i on; orindictment (oF formalicharge).

CONTROL AFFILIATE - A person named in ftem 1A or in Schedutes A, Bor £ s 4 controf personf or any othér individuat or organization
that directly or indirectly controls, is under common control with, or iS¢ by, the apphi nciuding any current employee except
one performing only clerical, administrative, support or simil . or whd, regprdless pilitle, gerforms no xecutive duties or has no
senior policy making authority

ENJOINED - Includes being subject to a mandafory ifjuichon; forohy tory mjunchipn, prellminary 1\1;uncho/f, of a temporary restraining
order.

FELONY - For ji
of at ieast one yeg

or. & felony is an offense punishable by a sentence
includes a general court martial.

1) itig®, commodities, banking, insurance, consumer
H wit! /bﬁ( or savings association, credit union, mortgage

fending, or
fender or mortgage. broker).

FOREIGN [FINANGFAL

hod
4l body >
Jated

g
financial s
members i fmancigl service

2
3

FOUND - {nciudes jadh finat actions) i : i which the respondent has neither admitted nor denied the findings,
but does net include agreements, deficigney iéitprs, examigatiopfeports, memoranda of understanding, fetters of caution, admonishments,
and similarfinfc ions: of |

INVOLVE(] = Daing an a or omfssior): or aiding, abetting, counseling, commanding, inducing, conspiring with or failing reasonably to
pervise gnother i doing an actof omigsion.

MISDEMEANOR = For jurfsdictio Ho not differentiate between a felony and a misdemeanor, a misdemeanor is an offense punishable
by a sentence of legs thapt one yehr impyi ent andfor a fine of less than $1,000. The term also includes a special court martial.

ORDER ~ p witter] gifective 1sgued puruart to statutory authority and procedures, including orders of denial, suspension, or revocation;

does not include specal stipultions, undertakings or agreements relating to payments. timitations on activity or ofher restrictions unless
they are ingluded i an order

PROCEEDING - Includes a'formal administrative or civil action initiated by a governmental agency, seif-regulatory organization or a foreign
financial régulatory aa:?x(l,niy, a felony criminal indictment or information (or equivalent formal charge), or a misdemeanor criminal
information] {or equwatent formal charge). The term does not include other civil litigation, investigations, or arrests or simitar charges
effected n fhe abs/en’ce of a formal criminal indictment or information {or equivalent formal charge).

e
P
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FORM MU1 |

\ OFFICIAL USE |uss om
PAGE1
{Execution Page) ; Date of Filing: Effective Date
NARNING:

Failure to keep this form current and to file accutate supplementary information on a tmely basis, or the failure Yo keep accurate pooks
and records or otherwise to comply with the provisions of law applying to the conduct of business as a mortgage lender of morlgage
broker may violate the laws of the jurisdictions and may result in disciplinary. administrative, injunctive or criminal action

INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS.

NEW APPLICATION [] RENEWAL{] CLOSURE{] AMENDMENT [} To amend, circte items) being amended.
i Exact name, principal business address, mailing address, if different, and telephone numbers of applicant:

A, Ful name of applicant: B
(it sote proprigtos. provide last. first and middle name)

RS Employer ldentification Number
{Sociat Securtty No is allowed for soie prapnetorstap)

€. {1} Name under which business primarily is or wilt be conducted. if diffierent from ltem 1A

{2} List any other name(s) by which the applicant conducts or will conduct business and the jurisdiction(s) in which they are or will be used
(Use additional sheels as necessary) N

1 Name furisdiction R. Name Jurisdiction

B tave Jurisdichon 4 Name Jarisdiction

{3 appiicant name (1A} or [] business name (1C)

E. Main address: (Do not use a P.O. Box)

Nombst ard Snael Cay StateiCountey Zip+aiPostat Code.
F. WMailing address, i different

PO Box o Nuber znd Street City Srate/Cooriry T A osta Code
G. Telephone Numbers and Website address:

Business phone Fax line

eda Code Tetephone Number Area Cade Faigpears Number

TR

M. Other than the office in 1E, does the appficant canduct business with consumers through branch offices or other business locations?
[IYES [INO  (in cerain jurisdictions, branch offices or other business Jocations must be reported or approved. Use Form MU3 3

1 Contact Employee:

Narme and Tiie vea Cove Teiephare Number
Humber and Sieel iy StateiCountry Zipraiomial Code
E-mai Address Fax Number

J. Employee authorized to respond to consumer complaints:

Hame aro Tie Atz Code Telephone Number

Nomber and Stiest Ty SiaterCouniry Zip+AlPosial Code

E-man Adoress Fox Nomber -
K. Physical address of location where the official bocks and records of the applicant will be kept. Check each jurisdiction for specific records
retention requirernents.

Trgaesebon Name (1 Giterens from appicont] of Records Custodian Name Area Code Telaphone Number
Number and Sueel <, o i ZipraiPosal Goae,
ZXECUTION:

Fhe undersigned, being first duly swom, deposes and says thal he/she has executed this form on behalf of, and with the authority of, said applicant
Ihe i and applicant that the ion and herein, including exhibits attached hereto, and other infarmation
fled herewith. all of which are made a pan hereof, are curtent, frue and complete The undersigned and applicant further represent that to the exlent
ny information previously submitted is not amended such information is cutrently accurate and complete.

St ANDONYVT: Rame of Appcant
Sighatie FantName and Te
Subscribed and sworn before me this day of _ .
Fent Notary Pubhe Narme o Year

7y Commission expues MDD YYY] County ot Siate of Notary Sgratare

This page must always be o in full with original, manual signatare and notarization. Affix notary Stamp or seal where applicable.
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~

Enter appropriate nummber in the box{es) for each ;unsdicllon_

Enter "0" if applicant is not and does not intend to do in that juri: asa tender (ML) and/or morigage broker (MB).
Enter "1" i applicant is newly applying in that jurisdiction as a morigage lender (ML) and/or mortgage broker (MB).
2" if applicant has a pending ication in that /i i as a gage lender (ML) andior moitgage broker (MB).
" it applicant is atready fi i in that ji jon as 8 lendes (Mg} andlqr mor?gage broker (MB).
Enter "4 if appiicant is doing or will do business there, but that jurisdiction does not licenselregister this business activity ]
Ml mMB ML mMB ML MB ML mg
abama iinors ontana [Fueria Rico
aska ndiana iebraska [Rhode island
iZona iowa ievada [South Carolina
Kansas Kansas lew Hampshire [South Dakola
Tformia - ORE Kentucky ew Jersay [fennessee
Sormia - DOC [Coustana INew Mexica [fexas - OCCC
Slorado eine New York [Texas - SML
snnecticut aryiand [North Carolina Utan
Saware Wassachusetts [Norih Dakota ermont
strict of Columbia ichigan [Ghio aginis
snda innesots Kiahoma Washington
sorgia Rlississippt regon jest Virginia
wan Nssoun [Pennsyivania hsconsin
o issoun Pennsylvania [Wyommg
3 A indicate legal status of applicant.
{7 Corporation ] Sofe Proprietorship {7 Other (specify)
{1 Partnership {J Limited Liability Company
B.  Applicant’s fiscal year end (MM/DD):
C.  if other than a sole proprietorship, indicate date and place applicant obtained its fegal status {i.e.. state or country where incorporated, where
partnership agreement was filed, o where applicant entity was formed):
State/Country of formation: Date of formation smwoonvyyy:
D.  ff applicant is a publicly traded corperation, please insert stock symbok:
A. Directly or indirectly, does appiicani control, is applicant controlted by, or is applicant under common controf with, any person that is YES NO
engaged in the business of 3 morigage lender or mortgage broker? If no, go 1o 48. [n]
{check only one for each relationship, attach additional copies as needed)
This ip. C ion, of O
Parinerstp, Gorporation. o1 Organizalion Nams.
3 controls applicant [} is controlied by applicant [3 is under common control with applicant
Nu{nbel and Streel . Cuy State/Country 2Zip+4iPosial Cade
Briefly describe the control i ip, including an i chart which shows the i ip. Use i sheets for if Y.
B. Directly or indirectly, is applicant controfied by any of the following? if no, go to 5. YES NO
i}
L] Bank Holding Company £ Nationai Bank 7] State Member Bank of the Federal Reserve System
] State Non-Member Bank [J Savings Association/Savings Bank  [] Credit Union [ Foreign Bank  [] Thrift Holding Company
Firancial Instiotion Name
Nomber a0 Streel Tiay StateiCouniry 2Zips alPostal Code
Briefly describe the control . including an chart which shows the ip Use sheets for if ar
Schedule A and, if . Schedule B must be as part of all initial applications.
Amendments to A and B must be provided on Schedule C as changes occur.
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5 Check type(s: of monigage related business engaged in (of to be engaged in, if not yel active) by appficant

YES
A First morgage loans O
B, Second mortgage loans 0
€. Home equity loans. including fines of credit 0
D.  Loans guaranteed by the Federal Housing Administration {FHA) ]}
£ Loans by the Veterans ini (VA jal
£ Reverse mongage loans 1
G. High cost home loans {refer to various state definitions of covered transactions) i
H. Mortgage Servicing &2
i Other mortgage products and services{if "yes". briefly describe below) [
J. Credit insurance 0
€. Does applicant engage in any non-morigage-related business? YES NO
it “yes" briefly describe. 0
7. Does appiicant occupy or share space with, or jointly market with, a real estate company or settiement company? YES NO
# “yes" provide the name of that other company. ]
3 If the answer {o any of the following is “YES". provide complete details of all events or in an Refer to the of terms
section of the instructions for i of siahcized terms. 1o file updates of these di as needed ovey time,
Criminal Disclosure YES NO
A Has the apphicant of 8 contro! affiliale ever, O )
(1) been convicted of or pled guilty of nolo contendere ("no contest”) in a domestic, toreign, or military court to any felony?
(2) been charged with any felony? O [}
B. In the past ten years has the applicant or a control affiliate: ] ]
{1) been convicted of or pled guilty or nolo contendere {"no contest”} in a domestic, foreign, or military courtto a
misdemeanor involving: financial services or a financial services-refated business or any fraud, false statements or
omissions, theft or any wrongful taking of property, bribery, perjury, forgery, counterfeiting. extortion, or 3 conspiracy to
commit any of these offenses?
1 charged with @ misdemeanor specified m 5B(1)? [} 5]
h Regulalory Action Disclosure
C. Has any State or tederal regulatery agency or foreign financial reguistory authority ever. ] ]
(1} found the applicant ar a control affiliate to have made a false statement or omission or been dishonest, untar or
unethical?
(2) found the applicant of a control affiliale to have been involved in a viofation of a financial services-related regulation(s) o ] m]
statute(s)?
(3) found the applicant ot a control affifiate to have been a cause of a financial services-related business having its O W]
authorization to do business denied, suspended, revoked of restricted?
(4) entered an order against the applicant of a control affifiate in connection with a financial services-related activity? ] ]
(5) denied, suspended, or revoked the applicant’s or a contro] affiliate s registration or license ar otherwise, by order. =] o]
prevented it from associating with a financial services-refated business of restricted its activities?
D. Has the applicant's o a control affifiate’s authorization to act as an attorney, accountant, or State or federal contractor ever 3 O
been revoked or suspended?
E Is the appficant of a control affiliate now the subject of any regulatory proceeding that could result in a "yes” answer to any ] ]
part of 5C7?
Civil Judicial Disclosure
F. (1) Has any domestic or foreign court: ] [m]
(a) in the past ten years enjoined the applicant or a control affiliate in connection with any financial services-related
activity?
(b) ever found the applicant or a control affiliate was involved in a violation of any fnancial services-related statute(s) or O
regulation(s)?
{cy ever pursuant 10 a . a financial serv fated civil action brought against the
applicant or control affiliate by a State or foreign financial regulatory authority?
2y s the applicant or a control affifiste named in any pending financial services-relaled civil action that could result in a ]
“yes” answer to any part of 5F(1)?
Financial Disclosure
G. In the past ten years has the applicant or a controt affiiate been a morigage lender or a morgage broker or a control 0O
affiliate of a morgage lender o a morigage broker thal has been the subject of a bankruptcy petition?
H Has a bonding company ever denied. paid out on, or revoked @ bond for the applicant? ] ]
1. Does the apphicant have any unsatisfied judgments of liens against #7 O O
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Schedule A Agplicant Name OFFICIAL USE
DIRECT OWNERS AND
EXECUTIVE OFFICERS
{Answas fur Form MUY Hem 4) Date

1. Use Schedule A only in new applications to provide information on the direct owners and executive officess of the applicant. Use Schedule B in new
applications to provide information on indirect owners. File all amendments on Schedule C. Complete each column,

2. List below the names of:

(8} each control person and executive officer, inciuding Chief Executive Officer, Chief Financial Officer, Chief Operations Officer, Chief Legat Officer,
Chief Compliance Officer, Direclor, and individuals with similar status or functions;

{b) inthe case of an applicant that is a corporation, each sharehoider that directly owns 10% or more of a class of a voting secutity of the applicant,
unless the applicant is a publicly traded company;
Direct owners include any person that owns, beneficially owns, has the right to vote, or has the power to sell or direct the sale of, 10% or more of a
class of a voling security of the applicant. For purposes of this Schedule, a person beneficially owns any securities (i) owned by hisfher child,
stepchitd, parent, 3 , spouse, sibling, mother-in-law, father-in-law, in-taw, daught taw, brothy faw, of
sister-in-taw, sharing the same residence; of (i) that hefshe has the right 1o acquire. within 60 days, through the exercise of any option, warrant or
right to purchase the security.

(€} inthe case of an appiicant that is a parinership, all general partners and those hmited and special partners that have the right to receive upon
dissolution, or have contributed, 10% or more of the pantnership’s capital;

{d) in the case of a trust that directly owns 10% or more of a ciass of a voting security of the applicant, or that has the right to receive upon dissolution,
or have contributed, 10% or mere of the applicant’s capital, the trust and each trustee;

(e} inthe case of an appiicant that is a Limited Liability Company ("LLC"). (i} those members that have the right to receive upon dissolution, or have
contributed, 10% or more of the LLC's capital, and (i) if managed by elected managers, all elected managers; and

{fy i certain jurisdictions, other required persons, including "quaiified persons” or branch supervisors. Check with the jurisdiction(s} in which the
applicant is applying for details

3. Are there any indirect owners of the applicant required to be reposted on Schedule B? D Yes D No

4. Complete the “Title or Status” column by entesing board/management titles; status as a pariner, trustee. sole proprietor, or shareholder; and for
shareholders, the class of securities owned {if more than one is issued)

5. {(a} inthe “Confrol Person” column, enter "Yes™ if the person has “control’ as defined in he instructions to this form, and “No” if the person does not have
control. Note that under this definition, most executive officers and afl 10% owners, general pariners, and trustees would be "conirol persons”
{0} In the "Publicly Traded” column, if the owner is a publicly fraded company, enter the stock symbol; otherwise enter “NA”

FULL LEGAL NAME Title or Status % Control Publicly 5.5, No., IRS Tax No.
{Individuals: Last Name, First Name, Middie Name Qwnership Person Traded of Employer [D
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Schedule B Applicant Name. ) OFFICIAL USE
INDIRECT OWNERS e
(Answer for Form MU ftem 4)
Date

Use Schedule B only in new applications to provide information on the indirect owners of the appficant. Use Schedule A in new applications to provide
information on direct owners. File alf amendments on Schedule C. Complete each column.

1 With respect to each owner listed on Schedule A, (except individual owners), list below:

(@) inthe case of an owner thatis a . each of its. that
the sale of, 25% or more of a class of a voting security of that corporation;
For purposes of this Schedule. a person benehmany owns any secuntves m owned by h;slner child, stepchild, grandchild. parent, stepparent,
grandparent, spouse, sibling, i law, o sister-in-law, sharing the same residence;
of {ii) that he/shie has the right to acquire, wnhm 60 days through the exercxse of any opuon warrant of right to purchase the secunty.

(b} inthe case of an owner that is a partnership, all generat pariners and those limited and special pariners 1hat have the nght to receive upon
dissolution, or have contributed, 25% or more of the partnership's capital;

{d) inthe case of an owner that is a trust, the trust and each trustee; and

{e} inthe case of an owner thatis a Limited Liabilty Company (“LLC"), (i) those members that have the right to receive upen dissolutian, or have
contributed. 25% or moare of the LLC’s capital, and (i) i by elected . all elected

owns, has the right to vote, or has the power to sell or direct

3. Continue up the chan of ownership listing alt 25% or more owners at each level. Once a pubiic reporting company is reached. no ownership information
further up the chain of ownership need be given

Complete the “Status” column by entering status a5 a partner. trustee, shargholder, etc. and if shareholder, class of securities owned (if more than ong is
issued}

3. in the "Pubiicly Traded” column, if the owner is a publicly traded company, enter the stock symbol, otherwise enter "NA”

FULL LEGAL NAME Entity in Which Interest Slatus % Publicty S8 No. RS Tax No
{ladividuals L ast Name, First Name, Middle Name is Owned DOwnership Traded of Employer 1D
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Schedule C Applicant Name OFFICIAL USE
AMENDMENTS TO
SCHEDULESA&B
(Amendments to answers for Date:
. Form MU1 jtem 4)
I This Schedule is used to smend Schedules A and B of Form MU1. Refer to those for specific for this Schedule C.

Complete each column,

in the Type of Amendment {"Type of Amd.") column, indicate "A” {(addition), "D" (deletion}, or "C" {change in information about the same person)

3. List below all changes to Schedule A {DIRECT OWNERS AND EXECUTIVE OFFICERS):

FULL LEGAL NAME Type Title or Status % Controf Publicly $S No..IRS Tax No.
(Individuals: Last Name, First Name. Middle Name of Ownership | Person Traded or Employer ID
Amd.
L. List below ali changes to Schedule B (INDIRECT OWNERS):
o FULL LEGAL NAME Type Entity in Which Status % Pubticly S§.8. No., IRS Tax No.
{Individuals: Last Name, First Name, Middle Name of interest is Ownership Traded or Employer 1D
Amd. Qwned

rsion 2008.Sep1
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UNIFORM MORTGAGE CONTROL PERSONS INFORMATION
FORM MU2 INSTRUCTIONS

A, GENERAL INSTRUCTIONS

1. FIUING - Form MU2 must accompany Form MU1, the Uniform Mortgage Lender/MOrtgage Broker Application.
Each individual, identified as a controf person for the applicant on Schedule A, mugt gomplete Form MU2. An
applicant must also refer to each jurisdiction in which it is applying for jurisgiction-Apetific requirements.

2. TERMS USED - See the following Explanation of Terms page regardijngé?’[:iz words/phrases.

3. UPDATING - The applicant must update information about a controf gersonjas(requiteghin each applicable

Jurisdiction by submitting amendments using Form MU2. Only complete thefinformatidn fhat is being amended as
well as the name of the controf person and circle the question being, ame%d
B. FILING INSTRUCTIONS {/ 4
1. FORMAT /

A Each individual identified as a controf person on Schedules A ¢r C mus{ completg Form MU2. A fully
completed Form MUZ for each control person is required to bg-submittgc %: eachjjurisdiction along with the

applicant's initial Form MU1. Form MU2 may also accompagly smendmients filedion Schedule C. The

applicant should contact the appropriate jurisdiction(s) for additional s/pécsﬁt filing| requirements.

Employment history, item 5, provide the full legal name of the compdny, be| :;im(iuf with your current employer.

The Acknowledgement & Consent section must inghfde Yotarized osiginal manual signature.

The Mortgage Lender/Mortgage Broker Employmént Repregentation; section must intlude originat manual

signature p

Type all information /

Use only the current version of Form MU2 of a reproduction of it

2. ATTACHMENTS - Provide the foliowing;

M oow

7
pr(s) per #em 2. .
iong (inciiding p al credit and employment

icitorsforigingtors may also need to complete a Form
fy e reqlirements there.

in hic e applicant is applying fo determine
ol peradns. These may include the submission of
“minimui net worth, or other requirements.

requirements for ﬁnéncial‘ respl
personi credit reports, finangial

4. JURISDICTIQ

gach jurisdiction in which the applicant is applying for
a list of requirkment$ uniqui

g Applicable fees, etc

isdictian{s), inChus

terms are i d throughout form MU2.}

CEX PLAQSI N OF TERMS

1. GENERAL

APPLICANT - Thej g o r amending this form.

CONTROL + The p frectid, to direct the management or policies of a company, whether through ownership of
securities, by conlr; rw/é:fson that (i} is a director, general pariner or officer ing executive il
(or having simitar stiatys o fungtions); (i) directly or indirectly has the right to vote 10% or mare of a class of a voting security or
has the powgs 10 sel?/ov direct fhe sale of 10% or more of a class of voting securities; ot (iti) in the case of a partnership, has the
Fight to recelve upan dissolufon, or has contributed, 10% or more of the capital, is presumed to controt that company.

CONTROL PERSON - An,«/ndiv«dual named in ltem 1A or in Schedules A, B or C that directly or indirectly exercises control over
the applicar

EMPLOYER or EMPLOYMENT — This term is used throughout this form regardiess of whether the retationship involves a W-2
status "emp] oyee}/fn a 1099 status "independent contractor.” Check with the juri i } for specific requi or
restrictions yésuch relationships.

Version 2008 Sentt
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ACTION - A state, the District of Columbia, the Commonwealth of Puerto Rico, or any subdivisjon or regulatory body

v individual, partnership, corporation, trust, or other organization, /

URPOSE OF ITEM 6

~ - Being accused of a crime in a formal complaint, information, or ihdictment {or ialent formal charge).

- Includes being subject to a mandatory injunction, prohibit

straining order.

injyrttion; prefiminary injunction, or a

Tor jurisdictions that do not differentiate between a fefony ahd a [pidemeanct/a felony is an offense
- by a sentence of at least one year imprisonment and/or a fine ¢f at leas} §1,000 { The term also includes a
tmartial.

& ~ A written directive or declaratory statement issueq by .an 3 nriate| federat or state agency
ipplicable statutory authority and procedures, that constitute a final rms.po 3iion-or action by that federal or

y

. SERVICES OR FINANCIAL SERVICES-RELATED - Peftaining jto sedurities /fommodities, banking,
-wnsumer fending, or real estate (inciuding, buj/not limitedito, dctmg Bs or being asgociated with a bank or

» wation, credit union, mortgage lender or mopigage broker).

T NANCIAL REGULATORY AUTHOR| financial $ervicels authordy of a foreign country;
‘=inmental body empowered by a Aordigfi go = adminis nforge s laws relating to the
firancial servics financial and"(3) 3 foreighuafembership organization, a

hich is to reguiate the Rarticip,

. wludes ag¢erse finat:acong; inch
. but does notj in
ers of caution, adnjon:

ndin

g, lef

* - Doing an 4dct

+ ably
~OR

cial fervices activities listed above

it} which tha respondent has neither admitted nor
i let efs/axamlnatuon reports, memoranda of

lude

/mons of matters

r - OMISBIo

oS

- For:
sunishiable by a

pbrvi

urisdigtions that

elifence| of

4 special court

wrd

Hten Ui

o rely

s acti

Hems
fa

iy oF

’oreig

ocati

includes

+ . ostig

mprtial.

elariothdr i deing an acyor

do.nqt differenti g en a felony and a misdemeanor, a misdemeanor is
esst an ongyear-imprisonment and/or a fine of less than $1,000. The term

ursidnt to statutory authority and procedures, including orders of deniat,
lude’ tpecial stipulations, undertakings or agreements relating to payments,
urilegs they are included in an order.

Dinjstrative or civil action initiated by a governmentat agency, self-regulatory
lofy authority, a felony criminal indictment or information {or equivalent formal

or crimipal information (or equivalent formal charge). The term does not include other civil
htions, or arrélts or similar charges effected in the absence of a formal criminal indictment or
sivalent form charge).
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FORM MU2 CONTROL PERSONS INFORMATION

UNIFORM MORTGAGE LENDER/MORTGAGE BROKER ARPLICATION OFFICIAL USE

Date of filing

timgly basis. or otherwise to comply with the
provisions of law applying to the conduct of business as a morigage lender opMmorlgagd brokpr may violate the laws of the jurisdictions
and may result in disciplinary. administrative, injunctive or ctiminal action
INTENTIONAL MISSTATEMENTS: -
OR OMISSIONS OF FACTS MAY CONSTITUTE/CRIMINAL MIOLATIONS.

APPLICATION [ ] RENEWAL []  AMENDMENT [ (effective date’_ } 7o hmend, circle items being

1 individual's identifying information.

A, Fulilast first and middle names.

Last name Furst name Full ohiddle name Suffix
B. (1) Social Securnty Number: (2} Gender:
] mdte [J Female
C. (1) Date of Bith {(MM/DDIYYYY) @) State/Provirke of Bid 3) Country of Birth
D.  List all other name(s) you have used or are using, of by which-Jou ae kfiow or hate other than your legal name, since the age
of 18_This field should include for example, nicknames, aliase; - e_g&gd befdse/afterimarnage /(Use additional sheets as necessary
f Name Name . ViName F Name

1
E. i ttus Hing makes a name change on behall of they{divmual‘ enter the nelv namg and attach suppo&ling legal documentation

VA
Last name Fist name Ful ricd Suffix
F. Office of Employmﬁuaddress (Do not uge a H Of Box) {7} 11 this §9dress is your private residence, check this box
vl
L7

(StareiCauntry} {ZipwaiFosia Cotel

Rmbser and Sheel V
G.  Current Rggidence address it diferent // /
Napar ang Stientt ity / (StaterCounity} \ZipeaiPostal Cooe)
S
H Teleylhone Numbers and e-mail gddress d

Busirjess phon ax fne
[Area Gods) {Helephorie Numblr: {Area Cooe) Felephans Number)
Cell ghone
(Area gode] (Thiep! T L {e-mail agdress)
2. Fingemprint ink filiny n I
3 trep thalt 1 am spbmitiifg, hive i or promptiy wilt submit to the ap iate fi ictic twa int cards as required i
f Card 3 :
L Otam tying bs a cgntiol person iy unsdiction(s} that do not require me to submit fingerprint card(s). 1
CONTI

L PERSON'S ACKNOWLEDGMENT & CONSENT:
1. | swear or affiim that || haye read dnd undesefand the items and instructions on this form and that my answers {inctuding attachments) are true and
complete to the best of hy&nowledge. 1 untferstand that 1 am subject to administrative, civil or criminal penalties if | give false or misleading answers

2. | autherize al iy cufrent anB Shrmer employers, law enforcement agencies, and any other person to furnish to any jurisdiction, or any agent acting

on its behalf, any information they have, including without limitation my creditworthiness, character, ability, business aclivities, educational background,

general igri; history ci.}, and, in the case of former employers, complete seasons for my termination
Date (MMDD/Y Signature of Control Person
Subscribed and worabefore me this day of .
Prnl Notary Pubiic Name: Month Vear
Ny ission expires (MMDDIYYYY} County of Notary Signature

State of

MORTGAGE L.ENDER/MORTGAGE BROKER EMPLOYMENT REPRESENTATION
1) To the best of my knowledge and belief, the control persorn is currently bonded where tequired, and, at the time of approval, will be familiar with the
statutes. and fules of the fion(s) with which this application is being filed, and will be fully qualified for the position far which
apphication is being made herein. {2} 1 have taken appropriate steps to verify the accuracy and of the i and with
this application. (3) 1 have provided the control person an opportunity 1o review the information contained herein and the controf person has approved
this information and signed the form

Dale (DD YVY] Name of Mongage LenderMorigage Broker

|
By, ~
7

Signature Prnt Name and Tile -
[~ This page must always be completed in full with original, manual signature and notarization. Atfix notary stamp o7 seal where applicable.
. DO NOT WRITE BELOW THIS LINE - FOR OFFICIAL USE ONLY

Version 2005 1
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3. Residentiat History. Starting with cutrent address (item 1G). give all addresses for the past 10 years. (Attach additonal sheets as

Necessaty |
From To Street Address City State or Zipor Country
(MMNYYY) LMY Province Postal Cgd
4 History: Provide complete employment history for the past 10 ye&rs. Acc ur-f 1 8l unje incluging 1ul\SZfarl»hme
employments, seif-employment, military service, and homemaking. Also i ag |t dent, extended
travel, ete. Indicate by "Yes” or "No® whether this employment was finanglal service-rel: edb siness. {Attach addiondt sheets as needed )
From To Employer Paosition He| i Country YesiNo

MAYYYY}  EMMAYYYY) (company name)

5 Other Business: Are yqu currerﬁy eng3ded mﬁny ther bgsiness either as a propnexof partner, officer, director, employee, trustee, agent or
otherwise? (Please inclfide i Z

er ted activity that is civie, religious, or fraternat and is recognized
as tax exempt.) H YES]providd the folfowing getaild. 'the jame of the other business; whether the business is financial services-related; the
address of the other busi the natt re on e othir busigess; your position, tille, or refationship with the other business; the start date of
your p. the &

you devote o the other business; and briefly describe your duties refating to the

other business. {Attach jdditi )Zus as/eede\.
ONo [JYES ol

6. Disciosures: if the ansyer tp any of the
explanation of terms seftion of the instr

!owmg is “YES", provide complete details of all events or proceedings in an attachment. Refer {0 the
tions for explanations of italicized terms.

Financial Disclosure

A. Within the past ten yea) 5.

(1) have you filed a pefsonal b: ruptcy petition or been the subject of an involuntary bankruptey petition?

{2} based upon vrred while you
the subject of an invohgilaty bankruptcy petition?

control over it, has any organization filed a bankruptcy petition or been

B. Has a bonding company ever denied, paid out on, or revoked a bond for you?

€. Do you have any unsalisfied judgments o fiens against you?

oo oo

oo ao

Vession 2005 1
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Criminal Disclosure

D

m

£

G.

Have you ever.
{1} been convicted of or pled guilty or nolo contendere {"no contest") in a domestic, foreign, or

{2) been charged with any felony?

Based upon activities that occurred whit you exercised controf over it, has an organization ever:

{1) been convicted of or pled guilty or nolo contendere ("no contest”) in a domestic, foreign, or military

{2) been charged with any felony?

Have you ever:

{1} been convicted of or pled guilty or nofo contendere ("no contest”} in a domestic, foreign, or mitary co
mvolving: financial services of a financial services-refated business or any fraud, false statementy or omgsions!

to cpmrmt hny of

wrongful taking of property, bribery, perjury, forgery,
2
Based upon activities that accurred whit you exercised controf over it, has an organization ever

(1) been convicted of or pled guilty or nolo contendere (“no contest”) in a domestic, foreign, or
specified in 6F(1)

9. extortion, or a

been charged with a misdemeanor specified in 6F(1)?

{2) been charged with a misdemearnior specified in 6F(1}

military court to any fel

ny?

tqa msdemganor
thefr or any
ese offendes?

o

g oo oo

0o o a

O oo 0o

o o

ju]

x

.

Regulatory Action Disclosure

Has any State or federat regulatory agency o foreign financial regulatory autho:
{1} found you to have made a false statement or omission or been

V4

{2} found you to have been involved in 2 violation of a financial serv

tatuterh)?

in($) of
{3) found you 1o have been a cause of a financiaf services-related busineps havigg s
suspended, revoked or restricted? S y
(4} entered an order against you in conneghiap with a ﬁnanc:ai%mc srefated aciivity?

{5) denied, o revoked ys

busindss dened

L

0
our aglivitieg

3 of ligy
associating with a financial services-related uslnﬁgﬁ@mc d

ed yout registratign or ficense, distiplined
i related bysis T ricted yoyr act

{6) denied, suspended, of re

erwisd by
with 8 finai 3

Jarl

{7) barted you from assoc
financial services-rela

o with ai entity regujate commigsion, f
X °

d busingss?

by su ney

{8) issued a final order baded on'y

Bw P

by oyder p

d you from

dfer. prevented you from

‘LKfﬁcer, of from engaging in a

oiationg of any

Have you ever had an

. of plive conduct?

10 act@s
suspended? B

Are you now the subject of any y at cold result o a

that was revoked or

0o oo o o g o oaao

o 0 o T o R [ o o

x

Disclosure

Civit Sudicial
v g

(1) Has any domestic or -
th any finangial

(2} enjoined you in

fated activity?

{b) found that you werg involve

finagcial

y?

d in apiclation of

¥ :[/ jyafuﬂfritﬁ

ted statute(s) or

{c) pursuart
federat, or foreign fina

%ncia/ sen

fo
ar

Ate you named in an;

@ per

fated civit action brought against you by a State,

ling fi fated civit action that could result in a "yes” answer to any part of 6K{1)?

0O oaoo

0o oo

-

< itrati fvit Litigation Di
Have you ever been namegl as a

tialted

in a financial i fated

Htigation which
(1) is still pending; or

{2} resulted in an fard of civit

against you,

(3) was settled for any ambunt?

or civit

of amount, or that required corrective action; or

o]

[m]

oo

Termination Disclosure

Have you ever voluntatily resigned. been discharged. or permitted to resign after allegations were made that accused you of

(1} wiolating statute(s). reguiation{s). cule(s). or industry standards of conduct?

123 fraud. dishonesty, theft, or the wiongtul taking of property?

oo

LDD

Vession 7005 1
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UNIFORM MORTGAGE BRANCH APPLICATION
FORM MU3 INSTRUCTIONS

STRUCTIONS

i the Branch Office Application accompanying the Uniform Mortga
.+ plicant for a Mortgage Lender or a Mortgage Broker license may apply for/a bian
o the Uniform Application using Form MU3.  Applicants musy also
i jurisdiction-specific requirements relating to branch offices,
SED - See the following Explanation of Terms regarding italicizeth words. o i
- G - The applicant must update information when required in edch agplicable jurisdi
g amendments using Form MU3. Only complete the informay
.+ «anl and circle the question being amended.

4. CONTACT EMPLOYEE - The individual fisted on the applicant’s (company’s-mhain offi

ndei/Morigage Broker form (MU1). A
h office to jurisdictions that

far to edch jurisdiction in which it is

ction in which it is licensed
being apfended as well as the name

Form MU1 as the contact

employee will be contacted by jurisdiction(s) it needed, about this branch.application farm M|
. FILING INSTRUCTIONS
1. FORMAT
A. Form MU3 may accompany a new company filing on/form MU1_ dr may-follbw at & later dale. A fully completed Form

MUZ raust be submitted to each applicable jurisdigtion
The applicant should conlact the ap

time
applicabie fees.
B.
office.
C.
D. Use only the cy;

2. ATTACHMENTS
A. File a Form M

etc.

The Execution section

Type all informatig)

12 for pach
B. Some jurisdicion(s} requir
initem 3. Check with the ji

Hhe jurisdict

'ON-SPECIFIC R
requirements uniqtie 10 he jufisdictjon(3

nt version of FbrmiMU3 or/a repro ucn/ n of them.

Provide the follow

is filihg-for branch authorization the first
5) fqr spegific bianch-fillng requirements, including

rigle” jufisdigtion]

apiual sigriature, for

dentffed in

}uam‘h

D

[y
eck

risdioti

iviiual
#ith youor
MENTS

:

3 Iso called "loan solicitors” or "Joan originators”) may need to
hosen jurisdiction(s) to verify the requirements there.

Check with each jurisdiction in which the applicant is applying for a list of
ncluding applicable fees, records retention, branch-related bonding, resume,

EXPLANATION OF TERMS (The/following terms are itaficized throughout Form MU3.)
1. APPLICANT - The frioftgage iendef or morigage broker applying on or amending this form. The only instance in which the applicant is

anindn

2. JU uDICTION - A

3. PERSON - An individual

4, LO. |, OFFICER -

state; the

toans duectly from consumers.

£sion 7005 Seprt

= ¢ in the case of & sole pigprietorship.

istrict of Columbia, the Commonwealih of Puerto Rico, or any subdivision or regulatory body thereof.
artnership, corporation, trust, or other organization.

individual who, in exchange for compensation, accepts or offers to accept applications for morigage
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FORM MU3 UNIFORM MORTGAGE BRANCH OFFICE APPLICATION OFFICIAL USE

(Branch)

Applicant {ul legal name

VIORTGAGE BROKER [}

/

VIORTGAGE LENDER [} Date of Filing: . Effective Date el
i fd
T

1. | NEW BRANCH APPLICATION [} | RENEWAL 1 | CLOSURE[] | AMEND{&ENTJE Circig itén(s) being
2 A Branch Physical Address {no PO Box):

RiGmer ang Sheet Ty ShaerCowify Teansial Code

B Maiting Address (i different) 1

£0 Boxr or Numher and Street Cay StaterCaurfry g sPostal Code

Telephone Numbers and Website Address(es):

Business phone Faxline e

Area Cude Tefennore Numbet Area Code Telephfoe Moo

URL

specific records retention requirements.

Physical address of iocation where the official books and records gepesated by this branch office vt be kgpt  Check pach jurisdiction for

URL

U

Number and el Th

Drgamization Name (1 different kom applicant) of Records Custodian Name. 7@' cre Teteghine Nomt. ‘\ 1]
T AR

1 feiCourliny 1 Fgfrarponal Cade

/

Trade name or "dba” used at this branch

I /‘rfisd‘e ‘hame/or “goa” usediat ftad branch
i ranch |

Branch Manager Name{iast, ﬁryﬂwua\e) \ ool Y
{

Supervisor Name i %8 . L
51 Does this branch office occupy of share space with, of jointly market with, a reat estate company or settlement company? YES NO

1f "yes" provide the name of the other company.
57T Will this branch office operate pursuant to a written agreement or contract with the applicant’s main office? 1If "yes™ provide the name(s) off YES NG

the person(s} with whom the agreament or contract was entered. [} i
7. 1 Wil this branch office have primary ibility for d telating to the empl & ion of foan officers? YES NO

0
3 Does this branch office assume hability for its own expenses? YES NG
(]
EXECUTION: B T
The undersigned, being first o4ty sword, depopes-and says that ha/she has executed this form on behaif of, and with the authority of, said applicant. The
Jndersigned and applicant sent that thef ing nd i herein, including exhibits attached hereto, and other information filed
serewith, all of which are made a pad herepf.are #urren. trug And complete.  The undersigned and applicant further represent that to the extent any
previously i not i fiopls currently accurate and complete.
Jate (MWDDAYYY: {pfame of Agpm?ém
Signatue Priet Narme and Tite.
Subscribed and sworn before me this day of .
From ijfiary Pubic Name Yo Vear
e s T T Y S N ST ] —
This page must always e coMpieted 1 full with onginal. manual signatl and i Affix nolary stamp or seal where applicable.

sion 2005 Sapt?
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Enter appropriate number in the box{es) for gach jurisdiction by location or manager: ) R
Enter 0" if applicant is not and does not intend to do business in that jurisdiction as a mortgage branch office (location) or branch manager.

Enter "1" i applicant is newly applying in that /unsdtchon a5 3 rmortgage branch office {location) o branch manager

Enter “2” f appficant has a pending

Enter “3" ¥ applicant is already licensed/registered in that jur

in that jt asa branch office (jocation) or branch manager.

liction as 2 mortgage branch

fice (focation) or branch manager.

iocation {manager {ocation ocation {ocation
abama iincis ontara erio Rico
aska ndiata ebraska [Rbode Isiand
izona iowa evada South Carchna
kansas ansas. New Hompshire ISoutt: Dakota
sifornia ~ DRE IKentucky iow Jersey Tennessee
ot ~ DOC [Louisiana ew Mexico [Texas - OCLC
Sorado ine New York [Texas - SML
snneciicul iaryland [North Carofina tah
slaware Massachusetts orth Dakota ermont
Strict of Columbia Wichigan 1onio nginia
ada Winnesota kiahoma Washingfon
201913 Phssssinp! (Gregan jest Virgima
awai issoun Pernsyivania sconsin
aho issourt Pennsyvania yoring
10. Check types of business engaged in {or to be engaged in, if not yet active) by appiicant at this branch office. YES
A.  First mongage loans 0
8. Second mortgage loans ]
C.  Home equity loans, including lines of credit 0
D.  Loans guaranteed by the Federal Housing Administration (FHA) |
£ Loans guaranteed by the Veterans Administration (VA) ]
£, Reverse mortgage loans O
G.  High cost home loans (refer to various state definitions of covered transactions) 3
H. Mortgage Servicing %}
. Other morigage products and services(if "yes", briefly describe below) 0
4. Credit insurance (W]
11. Does appiicant engage in any non-mortgage-related business from this branch ofice? YES NO
If “yes” briefly describe. O
12. Does any person, other than the applicant, have tesponsibiity, directly of indireclly, for paying the expenses of this branch office or ofherwise | YES NG
have a financial interest in this branch office or its activities? (It "NO” go to item 13} o O
{a) Ifyes, provide an explanation of the expense payment and/or financial interest
(&) K yes, provide the following information for each person responsible for the expenses or with a financial interest (attach additional sheets
if needed):
§ FULL LEGAL NAME Address, City, ST, Zip Telephone SSN, IRS Tax No Separately
{Individuals: Last Name, First Name, Middle Name) or Employer iD Licensed?
Yes No
Yes No.
Yes No

13

Including the Branch Manager, ist ihe foan officer(s) working from this branch office {attach additional sheets if needed).

FULL LEGAL NAME
{tast Name, First Name, Middie Name

Date of Birth

SSN

Compensation
reported to IRS on:

Licensed as a
Loan Officer?

[

W2 1099 Yes No
W-2 1099 Yes No
W2 1959 Yes No

O

srsion 2005, Sept?
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UNIFORM MORTGAGE LOAN OFFICER INDIVIDUAL APPLICATION
FORM MU4 INSTRUCTIONS

A. GENERAL INSTRUCTIONS

1.

r

FILING — Form MU4 is the Uniform Mortgage Loan Officer Individual Applic
license/registration may apply to jurisdictions that have adopted the Unifo
MU4. An applicant must also refer to each jurisdiction in which it is applyi
TERMS USED - See the following Explanation of Terms page regarding Malicize
UPDATING ~ The applicant must update information as required in gach

amendments using Form MU2. Only complete the information that is Jeing gmeny

loan officer and circle the question being amended.

B. FILING INSTRUCTIONS

fong Arfy applicant for a Loan Officer
-Logn ffice*bpptication using Form

P equirements.

g

ed

/]

plidable jurig

s/phrgses.
diction by submitting

as wall as the name of the

1. FORMAT
A

A A fully completed Form MU4 is required to be submitted {o eachljurisdiction whiere the applicant is filing. The
applicant should contact the appropriate jurisdiction(s} for spetific filing/requiremepts, including applicable
fees

B.  Employment history, item 5, provide the full legal name of the\company, .teginning with your current employer.

C. The Acknowledgement & Consent section must inclugé notari ec%ig;lid manuii sigrialdre

D. Type all information g

£ Use only the current version of Form MU4 of a re?foduchon ofyt

2. ATTACHMENTS ~ Provide the following:

A, Pair of Fingerprint Cards if required by apphgable junigdichon{sj perjtem 2.

B. Jurisdiction(s) will conduct additional bagkgrpund mvestigations (indluding persobat cre;d/xt and employment
history) as appropria r each jurisdiction. -

3. FINANCIAL RESPONSIBILIRY — Chegk %vithf ledch iction 1 whiich the applicant 1s applying to determine
requirements for d finapCial/ res) i eése fnay|incluge the submission of person credit
reports, financial Sond{s), mnimum, brih, oF other requirements.

4. EDUCATION/ ck - with/each jgrsdigtion:in which the’ applicant is applying to determine
requirement: ducatign, continting/edycation, etd. -

5. JURISDICTI lREM_E TS ek jwithf each jurisdiction in which the applicant is applying for
a list of requiremen firisdiction(s), Ihciluding/applicatile fees, etc.

XPLANATION OF TERMS
terms are italici throughout form MU4.)
C. GENERAL

APPLICANT - The indi B or agnending this form.

CONTROL - The pow r mdirectly, to direct the management or policies of a company, whether through

ownership of sedunties]| by gontragt, or gtherwise. Any person that (i} is a director, general partner or officer exercising

axecutive responsibility L(g having similar’status or functions); (i) directly or indirectly has the right to vote 10% or more
of a class of a vating sé€urity or has the power to sell or direct the sale of 10% or more of a class of voting securities,

or {iil} in the cask of a partnersfiip, has the right to receive upon dissolution, or has contributed, 10% or more of the

capital, is presurped fo coniro

CONTROL PERBON - An igividual named in Form MU1 ftem 1A or in Schedules A, B or C that directly or indirectly
exercises controf over a Mgfigage Lender/Morigage Broker company.

EMPLOYER or EMPLOYMENT - Terms are used throughout this form regardless of whether the relationship

involves a W-2 status “employee” or a 1099 status "independent contractor.” Check with the jurisdiction(s} for specific

requirements or restrictions as to such retationships.
v
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JUR " TION ~ A state, the District of Columbia, the Commonwealth of Puerto Rico, or any subdivision or regutatory
bod f

Lo “ER - An individual who, in exchange for compensation as an employee of a mortgage lender/mortgage
bret or offers to accept applications for mortgage loans The jurisdictions may have different tgrms {such
as Jsiator, morigage agent, mortgage broker, loan sohcitor, etc.) for the regis!ratxon/hcense required {ocally

“Loan " will be used throughout this form in lieu of these various other terms.

PERSON - An individual, partnership, corporation, trust, or other organizats

D. FOR THE PURPOSE OF ITEM7

CHAT” - Being accused of a crime in a formal complaint, information, for indictient (or gquivalent formal charge).

EN.I -ncludes being subject to a mandatory injunction, prohibitory injurigtian,” preliminary injunction, or a
tem, <tiaining order, .

FEL. For jurisdictions that do not differentiate between onyt-and a imisd , @ felony is an offense
puns « - a sentence of at least one year imprisonment grd/or a\fine of at i¢ast $1.000.] The term also includes a
gene A martial. d b

FiN/ ER - A written directive or declaratory stétement issued by an| appropriate fdderal or state agency
purs < rplicable statutory authority and procedurey tes g finalldisposition or detion by that federal or
statc - 8

FiN: 3ERVICES O NCIAL S ertainingito sechriffes, commodities, banking,
insus aasumer lendig, or regl estate (i to, achngias or being associated with a bank or
savn wiation, cretit union; martgage ledder pr mortgage froker).

FOr. JANCIAL REGULATORY AUTH ﬂnd-i?/al Services authority of a foreign country;
{2) ¢ - rnmental. body “empo: 0 aqprinister or enforce its laws relating to the
regi * nancial sen of-finangial sefvices- ivities;\ ana (3) a foreign membership organization, a
fun tich igto reduiaty o i ial services activities listed above.

icipatior

FOt - ‘udey adverse finat actigns|. inclulling cgnsent degréds in which the respondent has neither admitted nor
den indings, bt does’ not finglide - pg & ficiency letters, examination reports, memoranda of
und: + letlers of pautiof; ‘adroni informal resolutions of matters.

INV . Dohg':én act of omij ionyor diding, ab&fting, counseling, commanding, inducing, conspiring with or
failn. - bly {0 supgrvise pnothgr intdoing an act or omission.

MISD. ANOR + Forjirisdigtions fthat do nqt differentiate between a felony and a misdemeanor, a misdemeanor is
anc” Cnishable by a sgntenge of [@85:4han one year imprisonment andior a fine of less than $1,000. The term

alsc ¢ 2 spgcrat cou

ORUb. +. “ written.-diréctive: isbued pursuant w statutory authority and procedures, including orders of denial,
susp ¢ or reyocation;” dogg not include special stipulations, undertakings or agreements relating to payments,
limite* + - ~n activity or other rgktrictions unless they are included in an order,

PROL -EVANG ~ Inclutdes & formal administrative or civil action initiated by a governmental agency, self-regulatory
organ " of a fpreigiAinancial regulatory authority; a felony criminal indictment or information {or equivalent formal
charge:) - misdemdanor criminal information {or equivalent formai charge). The term does not include other civil
litigatics  vestigations, or arrests or similar charges effected in the absence of a formal criminal indictment or

information (or equivalent formal charge).
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FORM MU4

UNIFORM INDIVIDUAL MORTGAGE LICENSE/REGISTRATION APPLICATION

OFFIC(AL USE
Date of filing: ____

WARNING: Faiture to keap this form current and to fite accurale supplementary information on a limely basis, or othgfwise to comply with the
provisions of faw applying to the conduct of busmess as a montgage lender or mortgage broker rpay violate the laws of the jurisdictions
and may result in Y. tive ar criminal action.

QNTENT‘ONAL MISSTATEMENTS .
OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VK TIONS £ J
i APPLICATIO! ) AMENDMENT [} (effective date /") To dmdnd, circle ltems being
1. Individual's identifying information /
A, Fulliast, first and middie names. ( ,] (
Uast name Firs name Full middie name Shtfic
8. {1) Socal Security Number. (2) rider
] Male [f] Female

C. {1y Date of Binth (MM/DD/YYYY) 2) State/Province of Birth 3 uhiry of Binth
0. Lsst alf olher name(s) you have used or are using, o1 by which you are know or have bepn known{ other than your legat name, since the age
of 18 This field should include for example, nicknames, aliases, and names g, martiage. (Usi i sheets as necessary)

7 Name Name

|
£ 1f iis Rling makes 3 name change on behalf of the indwvidual, entes x e new name a}nd attach tegat dociy
Last name First name e nam smﬂxy
F.  Office of Employment address: (Do not use a P.O. Box} /03 15 yout private s€sidence, check this box

iNurRBer el S} Pyt 1 Sagtei duntry ZipraiPostal Code)

I
G, Current Residence address}/%elem \ )
tNurrber and Siceet) (I 5L i2ip Code}

H. Telephone Numbersrand e-mai address.

Business phone 1 F#x tin,

S1aa Code) erepane Dambesy hiza Goger Telaghone Number;

Ceb phone

Area Code) { {e-miait gidkss)

2. Fingerprint filnig :

O krep that | am i ha IoF prondptly will SUBHILH the two cards as required
Fingerprint Card ) o

{1 1 am applying as a lo:

n officet

only i jurisdigtiongs) that o not require me to submit fingerprint card(s).

1 swear or affirm that | have read and

INDIVIDUA _/UKNOWLEDGMENT & CONSENT:

complete to the best of my kncwledge Jr

1 avthorize alt my current and fi
its behalf, any information the:

e employers aw enforcement agencies, and any other person to furnish to any jurisdiction, or any agent acting on
have, ingluding,

on this form and that my answers {including attachments) are true and
am subject to administrative, civil or eriminal penalties if 1 give false or misleading answers.

ithout limitation my creditworthiness, character, ability, business activities, educational background,

general history of m|

d, in the case of former employers, complete reasons for my termination.

Date (MMWDDYYYY)

Subscribed and sworn before nje

ignature of appicant

this day of .

Print Notary Puphic Name Month Year

C erpues (RODIY Y YY)

County of State of Notary Signature.

This page must always be ¢

in full with original, manual signature and notarization. Affix notary stamp or seal where applicable.

5O NOT WRITE BELOW THIS LINE - FOR OFFICIAL USE ONLY
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3. Enter appropriate number in the box for each ;ur/sd:ction" o .
Enter "0” f you are not and do not intend to do business in that jurisdiction as a morigage Joan officer.
Enter *1" if you are newly applying in that jurisdiction as a morigage loan officer.
Entet 2" if you have a pending ication in that asa Iaan officer. )
Enter "3" if you are already fi in that c asa loan officer.
Enter “4" if that jurisdiction dees not licenselregister ihis business activily. /]
iabama iros ontana q;?o Rig
Wiaska Indiana iebraska / T } ade Istapa
Prizona owa INevada / E / [Sduth Caréfina
[rkansas Kansas jew Hampshire [ [ ISduth Dakota
alifornia — ORE Kentucky INew Jersey I B Hennessee
(California - DBC Louisiana ew Mexico l ITexas - Dgcc
Coiorads aine 6w York P F’r‘ as
Connecticul aryiand jorth Caroing N
Defaware Massachusefls INorin Dakota front
[Distrct of Columbia hchugan [onio \ fgini /!
Florida innesota ktar}yﬁxa
iGeorgia PMississippt T SCVginTa, !
Hawai issourt /7 Pdnnsyivahia nisin,
idaho issoun P / / nnsyiyant YW
4 Residential History: Starting with gufrent addr\ss {ite G)V 110 years. {{Attach additional sheets as
necessary.) A . ]
From To S}:@el Address City tatefor Zip or Country
PMAYYY] MY s . Reovice: Postal Code
\ N SRV
5 Employment History. Prquide cofnplete ryfor the past:10 years. Account for all time including full & part-time
f , self: hilitary gervice, ing. Alginefude periods such as unemployed, full-time student, extended
travel, etc. indicate by "Yes" or " t was finaricial servige-related business. (Attach additional sheets as needed.}
From To Employer - Hosition Held City State or Country YesiNo
MMYVYYY) Yoy na Province
6. Other Business: Are youlcurrently. e#Gaged in any other business efther as a proprietor, partner, officer, director, employee, trustee, agent or
otherwise? (Please include non:fgéncial setvices-related activity that is exclusively charitable, civic, religious, or fraternal and is recognized
as tax exempt) H YES, grovige'the following details: the name of the other business; whether the business is financial services-related; the
address of the other busifiesd’ the nature of the other business; your position, title, or refationship with the other business; the start date of
your i ip; the number of you devote to the other business; and briefty describe your duties refating to the
other business. {Atlach additional sheets as needed.)
1 nNo [0 YES details:
7 Disclosures. I the answer (o any of the following is “YES", provide complete details of alt events or proceedings in an attachment. Refer to the
explanation of terms section of the instructions for explanations of italicized terms.
Financial Disclosure
A, Within the past ten years:
(1) have you filed a personal bankruptcy petition or been the subject of an involuntary bankruptcy petition? ] 0
(2} based upon events that occurred while you exexcised controf over i, has any organization filed a bankruptcy petition or been =] ]
the subject of an mvoluntary bankruptcy petition?
B. Has a bonding company ever denied, paid out on, or revoked a bond for you? O 0
€. Do you have any unsatisfied judgments or liens against you? [} 0
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Criminal Disclosure

L

""" YES | NO
D Have you ever
(1} been convicted of or pled guilty or nolo contendere ('no contest’} in 2 domestic. foreign, or mifitary court to any fefony? [
(2) been charged with any felony? / oo
£. Based upon activities that occurred whil you exercised conlrol over i, has an organization ever:
{1} been convicted of or pled guilty o noto contendere (“no contest’} in a domestic, foreign. or military€durt 25/ any{felony? 0O a
{2} been charged with any felony? ] ]
F. Have you ever.
{1} been convicted of or pled guilty or nolo contendere {'no contest") in a domestic, foreign, COuRl 10 © musdemeanor ] a
involving. financial services or a financial services-related busmess of any fraud, false statemdnts or gmissigns, (heft of any
wrongful taking of property, bribery. perjury, forgery, . extortion. of a it any of these offenses?
(2) been charged with a misdemeanor specified in 6F(1)? 4 ) ]
G. Based upon aclivities that occurred whil you exercised control over i, has an organization evgr
(1) been convicted of or pled guilty or nojo contendere (“no contest”) in a domestic, foreign, pr maitary ¢qurt to a ]
specified in 6F(1)
{2y been charged with a misdemeanor specified in 6F(1) ( L 0 0
- {
Regulatory Action Disclosure
H. Has any State or federal regulatory agency or foreign financial regulatory augiority evek
(1) found you to have made a false statement or omission or been dishong$t, unfar or §ns ai? 0 0
(2} found you 1o have been invoived in a violation of a financial slatilets)? ] ]
{3) found you to have been a cause of a financial services-related buginess hdvikg s do bubmess denfed, [ ]
suspended. revoked or restricted? /,«"
{4) entered an order against you in coj dion with a financfat sefvr Es-relzre acthity? N ’ O O
{5) denied. suspended, of revok 1se Hy orden prevented you from ] &
associating with a financ.
{8) demed, ked your ior of licenser y orde; you from 0 0
assaciating with a fiiarcial fatey bubiness o yuuf tiviies? y
(7) barred you from asgodiation wif ari‘entity reguibled by fuch co m»ssx n, afhionity, lagendy, or officer, or from engaging in a O O
financial services-rplated b 7
{8) issued a final order baseéd o viclatians of apy tgw or that A L or ' conduct? ] ]
1. Have you ever had an rizati ct as:af atforney, becountgrit, or State br Yederal contractor that was revoked or (w] ]
suspended? w
J. Are you now the subjedt of :, P thatlcould res\iltin g yes” answer to any part of 7H or 717 0 ]
i Civit Judifial Disclosure
K. {1) Has any domestic br. foreign courtfever: :
{a) enjoined you in with any firfancid! seivides-retated activity? [
(b} found that you Were invdived if a Violation gf y ancial serv fated stal of 7 [mE ]
© purspant it a financial lated civil action brought against you by a State, a [}
federal, or foreign it atory. guthonty
(2) Are you named injany pending Bnanfial services-related civil action that could result in a "yes” answer to any part of 7K{1}? 0 [m]
Cusfomer Arbitration/Civit Litigation Disclosure
L. Have you ever been named as a-reggondent/defendant in 3 financial serv laled tialted or civil
titigation which: O
{1} is stilf pending: or =
{2} resulted in an ioi award or civit j against you, of amount, or that requited corrective action; or [m] O
3} was settled for any amount™ O ]
} T Termination Disclosure
M Have you ever voluntarily resigned. been d to resign after were made that accused you of
(1) violating statute(s), reguiation(s). rule(s). o7 mdus\ry star\dayds of conduct? [m] 0
oia

(2) traud. dishonesty, theft, o the wrongful taking of property?
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STATE OF WASHINGTON

DEPARTMENT OF FINANCIAL INSTITUTIONS
DIVISION OF CONSUMER SERVICES
P.Q. Box 41200 » Olympia, Washington 98504-1200

Telephone {360) 902-8703 » TDO (360} 664-9126 & FAX (360) 664-2258 » hitp:/rwww.dfi a.goy

FORM MUt UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION

JURISDICTION-SPECIFIC REQUIREMENTS FOR WAS GTON STATE
MORTGAGE BROKER ATTAC S
In adduion to the attachments required in the Form MU instructions, send the folldwing to the WA Department of
Fimao. o Lianutions (DF1). Use your company’s letterhead to provide infogmatidn fof items 3, 4, 6, and 7 below. Please

teave at feast 27 from the top of the page before typing the information labeled by ue numbiep”

- Make your check payable to the “Washington State Treasurey.™ Chip it|(no stagles) to the top of the

application package.
a. Initial License Applications: $371.60 deposit toward timg spent pgefCesging the application
b. Renewals: $530.86 per location is the Annual Assessmeng
¢. Amendments: no fee required 4
d. Closures: Annual Assessment fee must be bydught curtpr 4
2. FINANCIAL RESPONSIBILITY — Use the Calcufluion of Average|Number of Loan Originators form to
determine the minimum amount pursuant to WAC/208-660-080.) Chbose-dne of these-altérnatives and send the

X Ak grinal :
d. Irreyocable Letter of € 60-08005 9a{cvfuny and contact your bank to obtain an
irre"oca,ble)éﬁ? of cradit} Youy bank iiay thoose 1o'fak draft language to DFI for approval, prior to

fina} signafures { pleas ch a draft.

3. WA STATH PRE-REQUSITE LICENSE Ype your, State UBJ number on your letterhead:
a.  Contact-the Washingtop State Departmgnt of Li ing (DOL) at (360)902-3600 or online at
wwiv.dolva.gov to apply ffor ydur Wagdhingtoy State Master Business License which will display your
Unifred Bysi tdentfief (UB]) numbke, X copy of this document is net required with your application

package. DFI will verjfy ifornfation directly with DOL.

b 1f a porporption, partigrship, or LLC, please contact the Washington Secretary of State (SOS) Division of
Corporatigns at (360)753-J+1S:¢r online at www secstate.wa.gov to register your company. A copy of
thisido i5-not fequited with your WA application (even though the Form MU1 instructions do say
to attach'it). DFT will veri %om\alion directly with SOS,

4. REGISTERED-AGENT~On your letierhead, provide the name, address, phone number, social security number,
and date of birth of the indjvidual named as registered agent.

a. Hyour office is phitside the borders of Washington State, you must maintain a registered agent inside
Wathmgion

b, Hydur ot'ﬁg/ls within the borders of Washington State, the use of a registered agent is optional (your
offite s(aff may serve as registered agent). If your company has used a registered agent when {iling with
DOL o"S0OS, please provide DFI with information about that registered agent.
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WASHINGTON STATE
MORTGAGE BROKER ATTACHMENTS

Page 2 vi 2

5. TRUST ACCOUNTING — Choose one of these alternatives and send the original docu
package. Review RCW 19.146.050 and WAC 208-660-08010 through -08040 careful
Do you intend to accept borrowers’ funds to pay for third party services?
a. If no, you NEVER (not even reimbursement at closing) intend to age€pt monies
behalf of borrowers for the payment of third party service provid,
Certificate of Compliance form.
b il yes use a Cerrificate of Compliance and Authorization to Efomme Prust Jecomun
mm account you'll use with WA foans. The trust account(s) st
You'll compluc the 1op portion of the form, have the bank completg th po

6. DESIGNATED BROKER - On your letter]
date they passed the test? Attach copies of cefti umd ) agtd/or
Form MU2/MU4.

4. Your DB iguStUbe onksite a‘t{yﬁ nai
. sth the

). Prov

Compleﬁe &l appro edb‘cpurs of edw giky

from borrowers or on
lete the Alrernative

Wishington State.
1won and notarize i,

You may not deposit your own funds into the trust
The trust account should be a non-interest-behying acqaunt: Bafk charges for
maintenance of the trust account (eg: monthjy servied fees. chebk printing fees, ete)
should be withdrawn from your general opgrations acqgpmt, not}{rom the trust account.
« I} your bank won’t open a zero-balance fnist account jproyide alstatement on your

letterhead indicating that no deposits have been or Wil b
a license s issued. After your JiconSeis ispued, an
you must immediately establisha trust dccpupi-and|
and Authorization to Examir
conditional interim license
specified time frame.

t of any customer funds,

Trust Acdpufirg forw Fi D) may issue a
ontingent ugon receiptiof theltrust centificate within a

(., felt usAvhb will be ybur “D
roofiof experience.

7 (DB). and what
DB must also file a

tigepsed ocanonf r sepving WA consumers; and
ittgn test agtninigtered pt DFs offices (see Exam Test Schedule and

né-click IWcalion & Testing link for a list of
tta¢h certificate) or g

Apetiencein the rsideitia

1099 forms, dr a lotter fom wholesalp lendet (gl épibloyer) to whom DB has submitied satisfactory

todn packhges stating spchi experfi eKi!
7. LOAN OHFFICERS — Ahswer fhede quegtions of
a. hen 4 raged over-4 year, How many peoplgAvill originate WA loans for your company?
b, Oftheselloan ofiginatbrs,iwill apy be col pefisated as Independent Contractors (IRS form 1099)?
¢. Fér each|1099 Indepehdeht Corfiractor loan originator, provide a copy of the signed License Independent
Chntrag. . i you prefer, you may file a signed copy of your own contract satisfying the
Teruirem .1 46. 200 instead of using DFY’s form. {see #2b)

8. STILL NH

send your

9. DELIVES

vV

Deptof

Division ¢

PO Box 4
Olympia

ED HE

*documents s

'

questi DA @df.wa.gov for additional assistance.

Y-S d all attachments to:

a US Via other couriers (eg: FedEx, UPS, etc)
nancial Instituyions Dept of Financial Institutions

{ Consumer b Division of Consumer Services

200 150 Jsrael Rd SW
A OBSH4-1200 Tumwater WA 98501
o
ox(n 1 italics are online at Mtp mortgage/him for your convenience

ent with your application

s form to repont each

)/cn to open the account,

accepted from borrowers until

‘1ificate of Complionce

vision of Consumer Services licensing staff by phone at 360-902-8756 or



STATE OF WASHINGTON

DEPARTMENT OF FINANCIAL INSTITUHONS
DIVISION OF CONSUMER SERVICES B :
P.O. Box 41200 & Olympia, Washington 98504-1200;

cfiwa gov

FORM MU1 UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION
JURISDICTION-SPECIFIC REQUIREMENTS FOR WAS TON STATE

Thank you for your interest in morigage licensing in Washington State. Washington'is ahyong thelseveral jurisdictions

Because th- tawvs in various jurisdictions were passed at different times by different b . the terins used in each
Jurisdic?’ to. we isste a “Nioytgage Broker” license and
a“Cons an” license. Both of these licenses are location-spéeific, sp if vou serive Washingtpn/fonsumers from
multiple .+ ns, you'Hl also want to use the Form MU3, Unifefmy MortgdgdHrand Applicgtion
The Mort, Broker license is issued pursuant 1o the Mort cticks Act (RCW:19:146) bnd supporting rules
(WAC20 . h v dfi. wajgov/e .him for your
review cpnse} check the /boxes on Form MU1
and Forni 1003,
The Con nmer Loan ficenspts issued purs 4 RCW 31 (1) and supporting rules (WAC 208-
620). . ov/as/loanthtm for your review. If after
review b Lender” Boxes on Form MU1 and Form MU3.
Consr <o ficehsees moay: also mak by pegsOnal property or unsecured loans) to
consur. Hut shold stil ugg the 3.
Althot ~ ecunitied to hold bth ticepses; 1 ply for only one or other of these two licenses.
A M »oher iy elbse noh-usuribug|loanis|in theif owfi'namg, gr(d a Consumer Loan company may fund loans
(whet s of 1iof) of brokdr:theny away. “Ahswer fhese quesfions for a quick way to determine which license might
be rigt < coppany: : . NP
Db, ¢l 1o egotiy loans¥purchasq, refi, HELO) directly with consumers, or receive the foan packages
fromoth: . cinatofs (eg: mortgdge brakerp)?

at, ing.di ith the barrowe, continue to #2

by if eccivigg pachages from ofherd soydire acting as a "wholesale lender", go to #3
2) Do you . wd to pffer oply firkt TienjmorigagesP Or seconds as well?

a)k only firkts, 2o : /

b) if firsts agd seconds/go 10 #3
3) Do you want the ppporilpity for the inter€st rate on a junior tien (“second™) to approach Usury (approx 12%)?

ayii - o high interest secongs, go to #5

by if secondy will never approach Usury (see RCW 19.52 and monitor your own compliance), go to #4
4) You intend to only offer firsis gt fow interest seconds:

a) If direct lending; éxplore licensure or exemplion under the Mortgage Broker Practices Act (RCW 19.146)

b} If wholesple lendipg, review the Mortgage Broker Practices Act (RCW 19.146) which may not apply to your
business
5) 1f direct or wholealedending and want the opportunity to exceed Usury, explore licensure under the Consumer Loan
Act (RCW 31.04)
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COMBINED UNIFORM MORTGAGE INDIVIDUAL INFORMATION

FORM MU2/4 INSTRUCTIONS

A. GENERAL INSTRUCTIONS

1. FILING
Form MU2 Control Persons information must accompany Form MU1, the/Uniform Mortgage Lender/Morigage

a

n

Broker Application  Each individual, identified as a control person for {

duie A, must

complete Form MU2. An appiicant must also refer to each jurisdiction in whichjit 1 applyingifor jurisdiction-

specific requirements

Form MU4 1s the Uniform Mortgage Loan Officer. Individual Applicstion ™7 Any Bppilicant Jor a Loan Officer

hcenselregistration may apply to jurisdictions that have adopted the Uniform
Form MU4  An applicant must also refer to each jurisdiction whitha

requirements.

oan:Officet Application using
is applying for state-specific

TERMS USED - See the following Explanation of Terms page regarding;italicized Words/phrases.

3. UPDATING - The applicant must update information as required in each applicableljunisdiction by submitting
amendments using Form MU2/4. Only complete the information that 15 being amenged as well as the name of the
individual and circle the question being amended.

B. FILING INSTRUCTIONS
1. FORMAT

A

@

moo

F.

e}

2. ATTACHMENTS #Proyide the following:
A

<]

3. FINANCIAL RE
requirements for

p

Each individual identified as a control person on Sghedules A of C mustcoipleteiForm MUR. A fully

completed Form MUZ2 for each control person is rhquired:1o be'sub

itted tq each furisdiction along with the

applicant should contact the appropriate jyzi

Mer
itipnal

Jments filed on:Schedle C. The

A fully completed Form MU4 is required/1o: b b
apphcant should contact the approprigte Junsdictign(sy-for sp
fees. e .

ach jurlsdictidn wherk the
ecifig-filing | requireen)

ficant is filing. The
including applicable

Employment higlory. item 5, provide the.ful] legathal eé(’the,n

pany, beginning with your current employer.

The Acknowtedgement & Consénit section must ing) deZ arized original manuat signature.

ion|section must include original manual

The Morigdge Lender/Mortgage. BroKer Employmgnt Reb
signat: . RN SR
Type &if information: RSy
Use ohly the current versioh ofjForm MU2/4 of/a

Pair of Fingetprint Gards if teqyired by applics

Jurisdiction(s) will conduct additional packgr
history) as agpropridte. for dachy jurisajction.
ONSIBILITY] — ¢heck with ead

mum net worth

inancial respgnsibifity demonstrated byindividuals, These may include the submission of person
credit reports, finkncial surety bond(s}Nmi

4. EDUCATION/EXPERIENCE - CHeck

, of other requirements

ith each jurisdiction in which the applicant is applying to determine

requiremants-for pxperignce, itialleducalion, continuing education, elc.
5  JURISDIGTION-SPECKIC REQUIREMENTS ~ Check with each jurisdiction in which the applicant is applying for

a list of refyureménts uhique fo the

1. GENERAL

/
7 EXPLANATION OF TERMS

APPLICANT { The mdly)dﬁa) applying on or amending this form.

iction(s), including applicable fees, etc.

{The fgllowing terms are italicized throughout form MUz2.)
/

ownership of §ecyrfties, by contract, or otherwise. Any person that (i} is a director, general partner or officer exercising

CONTROL ~ Yh;’?oﬁer, directly or indirectly, to direct the management or policies of a company, whether through

executive resgoRsibility (or having similar status or functions), {

Version 2005 1
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ofac « voling security or has the power to selt or direct the sale of 10% or more of a class of voting securities,
or (1) se of a partnership, has the right o receive upon dissolution, or has contributed, 10% or more of the
capit. - ed to control that company.
CON? _RSON — An individual named in item 1A or in Schedules A, B or C that directly of indirectly exercises
contre. . 2 applicant.
EMPL or EMPLOYMENT - This term is used throughout this form regardig$s of whether the relationship o
invoh status “employee” or a 1099 siatus “independent contractor.” Ceck withihe jubisdiction(s) for specific
requir. - I restrictions as to such relationships.
JURIS 1ON - A state, the District of Columbia, the Commonwealth of Pubrto Rijco, of any subdivision or regulatory
body t .
LOA? ER - An individual who, m exchange for compensation as an‘vempl of a mo_rt};ége lender/morigage
broke sr offers to accept applications for morigage loans. The jursdic may have different terms (such
as k «ator, mortgage agent, mortgage broker, loan solicitor, etc.) for the repistration/license required locally.
“Loat wilf be used throughout this form i lieu of these various othedterms
PERL - individual, partnership, corporation, trust, or other organizdtion

2. FOR? URPOSE OF ITEM 6
CHAT - Being accused of a crime in a formal complaint, + or ndiciment {or equivajent formal charge).
ENJC includes being subject to @ mandatory inj y tnjunction] prehrinary injunction, or a
tempc _siraining order.
FELC or jurisdictions that do not differentiate betwee y ard a myjsd jony is an offense
punt a sentence of at least one year imps e of at least $1,000 Thederm also includes a
gene: t martial.
FiINZ, THER ~ A it rective or d d hy..an. gppropr federal or state agency
purs pplicable gidtutory a thorit)?é es a ffinal disposition or action by that federal or
stat . : )
FIN ERYICES: OR FINANCIAL SER briaihing 1o securities, commodities, banking,
nsu sfumer lending; or.real egtate. (i P, aqting’as or being associated with a bank or
savi ition, credit union, mbrigage lender or 3 P
FO' ~ANCIAL RY; AUTHORITY, ancial services authority of a foreign country;
{2) . cfnment: ered by administer or enforce its laws relating to the
regu” o. fupancial pancial: services \igs; and (3) a foreign membership organization, a
func > udhis tor prrtitipatioh of its inancial services activities listed above.
FOL 1 udes adverse final-actionls;inciiding cc crees in which the respondent has neither admitied nor
deny indings, include 1 agreemignts,/deficiency fetters, examination reports, memoranda of
unde g, etter;y otl'g@shm“nts. and ifar informal resolutions of matters.
INVC ™ Doing:gn act/or omfissign:of piding, abetting, counseling, commanding, inducing, conspiring with or
fair ~ably o sypervige anofher ¥ doing an act or omission.
Misy ~NOR - Fdr jurigdictions that do-pot differentiate between a fefony and a misd 01, @ Mmisde or is
an oft punishable sentefice oljg)than one year imprisonment and/or a fine of tess than $1,000. The term
also s % appecial
ORDE « A written- directive issued pursuant to statutory authority and procedures, including orders of denial,
suspen .. orfrevocation; dogs not include special stipulations, undertakings or agreements relating to payments,
limitatio. on agtivity or otherfestrictions uniess they are included in an order.
PROCEEDING| = Includes’a formal administrative or civil action initiated by a governmental agency, self-requlatory
organization or & foreigp/financial regulatory authority, a felony criminal indictment or information (or equivalent formal
gharge), oray 1 criminal information (or equivalent formal charge). The term does not include other civil
fitigation, inves! iggtions, or arrests or similar charges effected in the absence of a formal criminal indictment or
information (or pduivalent formal charge).
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FORM UNIFORM MORTGAGE INDIVIDUAL INFORMATION 1 oFRCIAL USE
MU2/4 DRAFT COMB! T‘*"“*
Date of filing / 1
WARNING: Failure lo keep this form current and to file accurate supplementary information

provisions of Jaw applying to the conduct of business as a mornigage lender
and may result in disciplinary, administrative, injunctive or criminai action.
INTENTIONAL MISSTATEMENTS

OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMI

APPLICATION [} RENEWAL [ AMENDMENT [] (effective dat

1 individuals identifying information {/

timély bpsis. of otherwise 1o comply with the
agg brokpr may violate the laws of the jurisdiclions

L VIOLATIONS.
) To pmend, circle items being

A, Fulllast, first and middie names:

Last name First name Full apddie name | | Sufiix
B. {1} Social Securty Number: {2y Gender:
. i vge 3 Female
C. {1 Date of Birth (MWDD/YYYY) {2y State/Provinke of Birth 3 Countyy of Birth

D List alt other name(s) you have used oOF afe using, OF by whigh you & kiow of haje
of 18, This field should include for example, nicknames, afiased and names lused b
1. Neme Name

other than your legal name, since the age
tyse additional sheets as necessary).
ame Name

E i this Fling makes a name change on behalf of !he)’ﬁqwiduas enter e nely namé and af

A

Last name First name ) Full npdate name Suffix
F.  Office of Employmeptaddiess {Do nmlu a H Of Box} / [} 1f this Agdrs<s is your private residence, check this box
s
(Numbe: and Stieas / V [/ 7/,) (StaterCountty] 1ZipeaiPostal Code
G Current R/svséence addiess\ d different /

TR B S

Tkt i (Siate/Country) ZpaFostal Code]
M Teleghone Numbers and e-rhail dddress d
Busuless phoge/\\ ax line

ach s\)ppoying Tegat docurmentation

{Area Gode; 1 Hehephine Burbpn) (Area Code) iTelephone Nurber}
Cel ghone YY
{Ares gade) {Thiggtiana Humb} r§ I‘ {e-tail address) N
2. F g filing repr o
01 L hett t am Y of promiptly will submit to the jurisdictit wo cards as required

Fi inf-Card Barcodeds)

[ 1 arm applying bs & control personfioan officer only in jurisdiction(s} that do not require me to submit fingerprint card(s).
INDIVIDUAL'S ACKNOWLEDGMENT & CONSENT:

the tems and & on this form and that my answers (including attachments) are true and
erstand that | am subject to administrative, civil or criminal penalties if 1 give false or misleading answers.

1. 1 swear or atfim that § haye read gnd
complete to the pest of 1y §un

2. 1authorize al m} curvent-and rmer employers, law enforcement agencies, and any other person 1o furnish to any jurisdiction, of any agent acting
on its behaf, any infarmation they have, including without limitation my creditworthiness, character, ability, business aclivities, educational background,
general reputatign, histary of my employment and, in the case of former employers, complele 1easons for my termination

Date (MMDONY ¥

Signature of individual

e
Subscribed and pwosr before me this day of
4 Print Notary Public Name Month

Year

My G expires (MM/DDYYYY) County ot State of Notary Signature

MORTGAGE LENDER/MORTGAGE BROKER EMPLOYMENT REPRESENTATION (optional by jurisdiction)

(1) To the best of my knowledge and befief, the control personfioan officer is cumently bonded where required, and, at the time of approval, will be
famitiar wilh the statutes, regulations, and rules of the junsdiction(s} with which this application is being fited, and will be fully qualified for the position
far which application is being made herein. (2) | have laken appropriate steps to verify the accuracy and of the in

and with this application. (3) | have provided the individual an to review the d herein and the individual has approved
this information and signed the form

Date (MWDDYYYY: Name of Morgage tenderMorigage Broker

Signature Print Neme and Tite

i)
| This page must always be com i full with original, manual signature and potarization. Affix notary stamp or seal where applicable. ‘
1 S S LINE - FOR OFFICIAL USE ONLY. i

-~
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i3 Residential History. Slarling with curtent address {item 1G), give all addresses for the past 10 years. (Attach additional sheets as

necessary.} .
From Ta Street Address City / State of Zip ot Country
(MRNYVY) | MMVYYYY Province Postal Code

et |

/

4. Employment History: Provide complele empioyment hi! !c{vy for the past 10
employments, self-employment, militdry service, an: i i
travel, etc Indicate by "Yes” or “Nof whethéf this 6

including full -time

P | full-time tudent, extended

Attach|additional sheets as needed
Statetor Country YesiNo
Provigce

From

To Ci
IMMAYYYY) | (MMAYYY)

Y

\

T

|

5] OtherBi 72y engaged i af\y het-budiness either as a proprietor, partner, officer, director, employes, trustee, agent or
othy rw»si%'(Ple iS¢ inck i i d

Lde fed dctivity that is exclusively charitable, civic, religious, or fratemal and is recognized
asftaxexgmpt) {if Y?} de the following ddtails:| the ndme of the other business; whether the business is financial services-related. the
address ¢f the i 5 thi natuge of thy othef businglss; your position, title, of relationship with the other business; the start date of

four e i numper of you devote to the other business; and briefly describe your duties relating to the
/ytner bysiness. {Atlach agditi shebtsias r}éeded ,
NG, Lfves jetalis: 1 7 4

6.1 -Disciosures: I the answer 1o any of the foljowing is "YES”, provide complete details of all events or proceedings in an attachment. Refer to the

explanation of terms sectior of fhe mstriiglians for explanations of italicized terms.

- Financial Disclosure
Within the past ten yearg:
{1} have you filed a pergonal bapKiuptcy petition or been the subject of an involuntary bankruptcy petition?

(2) based upon events Hiat o€curred while you exercised controf over it, has any organization filed a bankruptcy petition of been
1he subject of an involunigry bankruptey petition?

B. Has a bonding company ever denied, paid out on, or revoked a bond for you?

og og
oo oo

C. Do you have any uynsatisfied judgrments of fiens against you?

Version 2005.1
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Criminal Disclosure

D Fave you ever:

+1)  been convicted of or pled guilty or nolo contendere {"no contest™) in a domestic, foreign. or mifital utt to any felony?
(2) been charged with any felony?

E. Based upon activities that occurred whil you exercised controf over it, has an organizatigh-gvel
{1) been convicted of or pled guilty or nolo contendere ("no contest”) in a domestic, fgfeigh, of mliitary
{2) been charged with any felony?

o any felony?

F. Have you ever
(1) been convicted of or pled guilty or nolo contendere ("no contest™) in 8 domestig; foreign, oy miltary courfto
invelving: financial services ot a financial services-refated business or any fraud, false. % oF o
wiongful taking of property, bribery, perjury. forgery. g. extortion, or a

a misdemeanor
theft or any
comyml ahy of these offenses?

(2} been charged with a misdemeanor specified in 6F(1)?

O 0og oo
0O oo gag

8]
]

G. Based upon activities thaf occurred whil you exercised conlrof over i, has an organization ev:

(1) been convicted of or pled guilty or nolo contendere ("no contest”) in a domestic, fareigneDr mitary curt to a misdemeanor
specified in 6F(1)

(2) been charged with a rrisdemeanor specified in BF{1)

A

a

[
0

Regulatory Actiop Disclosure|
H. Has any State or federal reguiatory agency o foreign financi:

qulatory

{1} found you to have made 2 false statement or omission of been dishonest junialr or ungthicas?] [} n]
(2) found you to have been involved in a violation ofa@ Tiarfcial sefvicds-relatyd o sthtute(s)? 0ig
{3} found you to have been use of a financialfServipes-relalgd bysiness hhvingits autborization to g4 business denied, [} [}
suspended, revoked of restigte
{4) entered an arder, h 3 finahcrat mce/Tre/ale aclty? 00
{5) denied, sus; ficensg! fed yoy, or by order, you from ] ]
associatipf /s "b/usiness o /, adtiviigs? "
{6} denied, shspended, .of or icehse, Jscipy otl, o by order, p you from 0 0
i vith-a fnal fated pusi resfricted your activities?
(7} barred yoli from g iaffori wilft an antity regulated Ry such% ige authiority, agency, of officer, or from engaging in a 0 [}
inanci i Jated business?
(8) issued a final:ordpr b othtiotis of arfy law or that prohibit i ive, or conduct? [m] O
I Have you evkrhad ah ization fo a las:an attorney\accoumtant, or State or federal contractor that was revoked or 0 ]
suspended?i. o -
J. Are you nowlthe subject of by’ ” piocelding that could result in a “yes” answer to any part of 6E or 6F7 oS .
B . Cival Judicial Disclosure
K. (1} Has any|d: or forsign churt elier:
(a) enjoited you in o with gy friancial servi fated activity? 0 ]
{b} found that yo re involyed in a'violation of any financial lated statute(s) or ? ] ju]
{c) dismibsed; pursuant to # settiement agreement, a financial services-related civil action brought against you by a State, [w] [m)
federal, . forgign financiyl regulatory authority?
{2) Are younemed in financial servi fated civil action that could result in a "yes” answer to any part of 6H(1)? | [ jm]
G itrati ivil Litigation Di
L. Have you ever beep’named as a respondent/defendant in a financial sery lat: tiatted arbil of civil
itigation whigh , o o
{1} is still pepding: or
(2) resuited in an arbi award or Givil ] against you, of amount, or that required corrective action: o

{3) was seftled for any amount?

aa
oa

Termination Disclosure

M. Have you ever resigned, been di or permitted to resign after aflegations were made that accused you of
(1) violating statute(s). regulation(s}, rute(s). of industry standards of conduct?

(2} fraud, dishonesly, theft, of the wrongfu! taking of property?
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Enter apr . e numbet in the box for each jurisdiction: ) )

Ente + .re not and do not intend to do business in that jurisdiction as a mortgage foan officer. !

Ente we newly applying in that jurisdiction as a mongage loan officer 3

Enie: . . nave a pending ication in that asa ge loan officer.

Enter "3° i ;ou are aiready i g in that juri: asa g loan officer.

Enter 4" i inat iction does not licenselregister this business activity. .
Alabama Tilingis omana Ric}
Wiaska mdiana iebraska e Tolakt
Adzona wit INevada / ETA)\ Camiina
Arkansas Kansas INew Hampshire uth Dakala
KCatforma — DRE entucky ew Jersey Tennessee(
Califoria -~ DOC Lavisiana ow Mexico Texas - OFCC
Colorade aine ew York as - S
Connecticut taryiand [Norn Carcina 0t

elowore Massachusetts iNorth Dakola/\ frmont
District of Columbia ichigan hio ifginia \/l
Flonda innesola [Oklangma shinglon
Georgia Mississippt losegon. ?s‘ Virgita J
Howait issoutt Pdnnsylvdnia NAEconsm
daho Fesoun o / / jennsyl Jar e
- L
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